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INTRODUCTION 


Monetary Conditions in Venezuela 


By J. J. GONZALEZ GORRONDONA * 


These notes on monetary conditions in Venezuela serve as 
an introduction to a series of papers published by several 
economists on subjects related to the Venezuelan economy. 
Although the papers refer to specific sectors, they nevertheless 
cover a wide enough area to give readers of Inter-American 
Economic Affairs an idea of various aspects and problems con- 
fronting the economy of our country.! 

In the following pages we intend to give a brief sketch of 
monetary conditions in Venezuela and of some of the more 
important related problems. Our objective is to review in 
general terms the monetary and financial framework on which 
the economic development of the country is based. In order 
to proceed with a certain method we shall first examine the 
external aspects of the country’s monetary structure, review- 
ing the internal conditions in the last part. 


It is not difficult to realize the singular importance of ex- 
ternal factors on the economic evolution of Venezuela. Being 
essentially an import-export economy, the impact of the bal- 
ance of payments is the most decisive factor influencing the 
economic situation of the country. In this sense Venezuela 
is no exception to other underdeveloped countries, whose econ- 
omies are specialized in one or a few export items. 

It is widely known that Venezuela is essentially a petroleum 
export country. Although on a much smaller scale, it also 
exports several agricultural products such as coffee and cocoa, 
and during the last few years (since 1951) iron exports have 
taken on considerable importance. In conclusion, the external 
income to which these exports give rise determines the pulse 
of the whole national economy, inasmuch as it contributes a 


* The author is President of the ‘Consejo de Economia Nacional” and 
First Vice-President of the “Banco Central de Venezuela.” ’ 

1 The opinions expressed in this paper are those of the author but 
not necessarily those of the bodies in which he intervenes. 
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large share of the country’s national income, and supplies the 
funds for the payment of imports. 

As to the way in which this external income arises, several 
characteristics should be emphasized in order to shed light on 
certain problems of the economic and monetary policy in 
Venezuela. The external income derived from petroleum 
results from the exports made by the petroleum companies. 
These firms are connected financially with the international 
groups controlling the production and trade of this commodity. 
Thus in a certain sense although the firms may be included 
among Venezuelan exporters it must be kept in mind that 
international connections exert an overwhelming influence in 
many occasions. The financial activities of the companies, the 
degree in which they convert the value of their exports into 
Venezuelan currency, the cash reserves which they maintain 
in the country, etc., are normally a result of independent de- 
cisions, carried out irrespective of the Venezuelan economic 
situation asa whole. On the other hand, the freedom of trade, 
full convertibility and _ restriction-less external payments 
characterizing Venezuela’s economic policy, make any inter- 
vention in these independent activities impossible. 

Therefore, Venezuelan monetary authorities are obliged to 
count on an external income which has no set relationship 
with petroleum exports. Comparing the value of total foreign 
currency sold by petroleum companies with the petroleum 
exports, we have the following percentages (data compiled 
by the Central Bank) : 


1949 68% 
1950 46% 
1951 46% 
1952 51% 


This implies that the greater part of the financial relation- 
ships of petroleum firms with the external world remains 
completely outside the field of action of Venezuelan monetary 
authorities and out of reach of even the more indirect instru- 
ments of policy. This does not exclude of course the possi- 
bility for the oil firms to follow in a given occasion the sug- 
gestions of the Venezuelan monetary authorities with a spirit 
of friendly cooperation. 
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The situation explained above is consistent with the Vene- 
zuelan tradition of maintaining a healthy currency and a sys- 
tem of free external payments. In this sense it can be said 
that public opinion, the Government, and monetary authori- 
ties acknowledge the advantages of this state of things. This 
confirms the policy of non-interference which Venezuela ob- 
serves with regard to monetary transfers and external pay- 
ments policies. 

But on the other hand, due to peculiarities of the flow of 
income from abroad, the Venezuelan monetary authorities 
cannot always establish a direct relationship between the 
amount of foreign currency flowing into the country and the 
situation of petroleum exports. Although they are able to 
forecast the amount of royalties, taxes and internal produc- 
tion costs which the petroleum companies will have to pay in 
Venezuelan currency, they cannot estimate other possible 
financial movements and they cannot foresee the amount of 
cash reserves which each oil firm will maintain in Venezuela 
or their forthcoming investments. 

Thus, monetary management in Venezuela has to be ex- 
tremely cautious. Given the specific relationship of the flow 
of external income to the operations of the oil companies, the 
monetary authorities in their policy decisions have to give top 
preference to the maintenance of high international liquidity 
position to such an extent, even, to have to subordinate to it 
in a certain sense, capital expenditures related to economic 
development. Until now the country has been able to 
strengthen this international liquidity position, accumulating 
international reserves through surpluses of its present income 
over foreign payments. 

Thus the net reserves in gold and foreign currency in the 
hands of the Central Bank of Venezuela in the period 1948- 
1953 have grown as follows: 

Millions of Bs. 


31 December 1948 1,159.26 
31 December 1949 1,348.67 
31 December 1950 1,095.46 
31 December 1951 _ 1,110.04 
31 December 1952 1,326.70 


31 December 1953 _ 1,462.58 
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The above figures show that even though the external 
income constitutes about one-half of the total value of petro- 
leum exports, the country has been able to build up a strong 
international reserve. 

This does not mean, however, that the situation could al- 
ways be stated in the same terms. Our economy has grown 
steadily and for a long time it will be dependent on an increas- 
ing volume of imports. One may therefore ask: Would our 
country be able to resist the impact of a depressionary wave 
through a reduction of its external income, with the means 
at present at its disposal? 

The reserves of the Central Bank could certainly be em- 
ployed to counteract a transitory decrease of its external 
income, as happened in 1950 when the Central Bank lost Bs. 
253 million of its international reserves. But it is unques- 
tionable that in view of the growth of the Venezuelan economy 
it would have to rely on a more ample external financial basis, 
to be able to sustain a stable rhythm of economic development. 
The close association and cooperation which has always existed 
between the two partners in oil business, the Venezuelan Gov- 


ernment and the petroleum companies, allows us to hope that 
this wider basis of financial cooperation could be found when- 
ever the occasion would demand it. 


ok 


In the short notes above, we have endeavored to give a sum- 
marized view of the characteristics of Venezuela’s external 
income together with the policy lines followed by the Vene- 
zuelan authorities, and specifically the Government and the 
Central Bank, in matters concerning foreign payments. The 
second aspect of the problem refers necessarily to internal 
monetary conditions of the country and to the policy followed 
in this sphere by the Venezuelan monetary authorities. 

There are two leading organs of internal monetary policy 
in Venezuela, namely, the Treasury and the Central Bank. 
The diversity of sectors affecting each one explains the appar- 
ent duality. The Treasury appears as the direct recipient of 
an important part of the external income, represented by 
royalties and taxes paid by petroleum companies; in this role 
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it transforms external income into internal money supply. 
The Treasury also receives an important income—normally 
above 100 million Bs.—which is related to the external income: 
it is derived from the differential buying rate of the petro- 
leum dollar, of 3.09 Bs. per $, to its selling rate to the banks 
at Bs. 3.35 per $. All these items constitute a fiscal income, 
which has not been extracted from the internal economy and 
which are at the disposal of the Treasury to cover financial 
needs of the Government. 

Thus, it is clear that the Treasury has decisive power to 
influence the internal money supply and the rhythm of eco- 
nomic activity. The rhythm of expenditure and the level of 
liquid reserves maintained by the Treasury so far constitute 
the basic elements determining the internal money supply of 
the country. It can be said that almost all of the monetary 
expansion which has taken place in Venezuela in the last years 
is due to the influence of this factor. Between the end of 1948 
and the end of 1953, internal money supply increased by Bs. 
940 million; this increase is attributable, up to the amount 
of more than 300 million Bs. to the increase of international 
reserves (gold and foreign currency), and for the amount of 
about 490 millions Bs. to income derived from multiple ex- 
change rates. Both items flowed actually into the Treasury. 

This transformation of the external income into internal 
money supply is necessary in order to avoid a deflationary 
pressure on the internal economy. The foreign exchange 
accruing to the economy implies an increase of its buying 
capacity and therefore means that new goods enter the na- 
tional economy, increasing the social product of the country. 
In the strict monetary sense, fiscal policy has as its basic 
problem that of keeping expenditures in line with its income, 
avoiding any steps that might affect artificially the money 
supply of the country. 

It should not be overlooked that in another field, fiscal policy 
is confronted with the long-range problem of transforming its 
supply of funds into capital goods, channeled into investments 
for the economic growth of the country, and for the opening 
up of new areas of production. But this is not strictly a short 
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run monetary problem and therefore we shall not discuss it 
now; it can be asserted, however, that this objective has been 
achieved since the Government has been carrying out an ex- 
tensive program of investment to promote the country’s de- 
velopment.* 

As we have seen, the creation of internal money supply as 
a counterpart of external income rests largely in the hands of 
the Treasury with minor intervention coming from the Cen- 
tral Bank. In this sense the main organ of monetary and 
credit management in Venezuela is in a certain way subordi- 
nated to fiscal policy, as far as the influence on internal mone- 
tary conditions is concerned. Nevertheless the Central Bank 
maintains an independent field of action; that is the manage- 
ment and regulation of money supply in relation to the com- 
mercial banking system. It should even be pointed out that 
the role of the Central Bank, as the effective regulating organ 
has tended to increase in significance during the last years. 
As an example, we might mention two aspects of this expand- 
ing field of action. 

As the inflow of foreign currency which is not directly orig- 
inated by the sales of petroleum companies increases, i.e., the 
income originating from coffee, cocoa and iron ore exports, 
or the one derived from capital imports and from other sources, 
new patterns of internal money supply tend to appear. The 
foreign exchange which flows through the banking channels 
is directly transformed into deposits or internal currency in 
the hands of the private economies. Since the Central Bank 
can interfere in the general policy of the banking system, it 
can exert an influence on this sector. 

On the other side the evolution of the Venezuelan banking 
system aims at a greater degree of inter-bank cooperation. 
The Venezuelan credit system is still in a state of develop- 
ment; the Central Bank of Venezuela was only created in 
1940, centralizing the issue of bank notes and taking over 
certain other functions of monetary management as the co- 


“cf. Memoria, Banco Central Venezuela for 1951, Chapter IX; same 
for 1952, Chapter VIII. 
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ordinating organ of the credit system. But the commercial 
banks took time to learn how to function within the frame- 
work of the new system. In this sense, aided by special con- 
ditions existing in Venezuela, they continued to maintain high 
levels of liquid cash reserves—an average of above 40% of cash 
to demand deposits—thus maintaining a high degree of inde- 
pendence in their activities. At the same time, as there has 
hardly been a call money market nor a proper middle and 
long term capital market, the Central Bank could not exert 
its influence through these channels. 

Nevertheless the evolution of structure of the banking and 
credit system has of late enabled the Central Bank to widen 
its scope of action. Thus, we note a tendency to the decrease 
of banking liquidity, i.e., a reduction of the average propor- 
tion of cash reserves to demand deposits. This evolution can 
be shown in the following figures: 

Liquidity of the 

Commercial Banks 
31-XII 1948 49% 
31-XII 1949 41% 
31-XII 1950 39% 
31-XII 1951 44°; 
31-XII 1952 41% 
31-XII 1953 35% 

As a consequence of the decrease in this type of liquidity, 
the individual bank depends more on the whole system and 
on the Central Bank as the principal instrument of credit 
control. The Central Bank could therefore now manipulate 
With greater effectiveness such instruments as the discount 
and interest rates. 

On the other hand, the capital market has registered rapid 
development during the last years. Not only have the total 
savings of the community grown, but they have been grad- 
ually channelled into more diversified forms of investment. 
In contrast to the traditional attitude of our investor who 
dealt only with real estate, we now see him investing more 
in securities. Thus the turnover of the Caracas Stock Ex- 
change has grown rapidly; the average daily turnover has 
been growing in the period from 1948-53, as follows: 
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Daily Average Turnover 
in 
Caracas Stock Exchange 
(Thousands Bs.) 
iemeieeee 73 
89 
149 
111 
176 
354 
274 

The expansion of the stock and security market illustrated 
by the above figures is then in itself a factor contributing to 
the general change of the monetary and financial structure of 
our country. The Central Bank can influence the capital 
market; it has thus a wider field within which to shape its 
monetary and credit policy with a more independent position 
with regard to fiscal policy. 

From the above remarks it is evident that the monetary 
and credit structure of Venezuela is in the process of change 
and the tendency implies greater responsibilities for the Cen- 
tral Bank in the management of internal monetary conditions. 
It could, however, be said that the instruments presently at 
the disposal of the Central Bank are perhaps not effective 
enough. The central banking law dating from 1940 and re- 
formed in 1943, was created to deal with conditions which 
are now rapidly changing. It is possible therefore that some- 
thing might have to be done in order to put more effective 
instruments of management in the hands of the central mone- 
tary and credit organ. Of course, these short notes cannot 
include a discussion of this problem. 

** *K * 

In conclusion, we have tried to review in brief terms the 
monetary conditions of Venezuela externally as well as inter- 
nally. We have tried to emphasize the changes which these 
conditions are undergoing, pointing out the possible lines of 
a future evolution. As in many other aspects, Venezuela 
must be prepared to live within a monetary framework, quite 
different from that of the past and certainly much more com- 
plex and difficult to handle. 





Venezuelan Agriculture 
By BERNARDO FERRAN* 


Without violent social upheavals or anti-foreign movements, 
without exchange control or five-year-plans, a country has in 
the last two decades climbed steadily up the social ladder and 
finally reached the foremost position on the South-American 
continent, as far as per capita income is concerned. The coun- 
try is Venezuela and the whole process is tied up with oil, U.S. 
private investment and liberal versus planned development. 

The change has been so swift and so profound that Vene- 
zuela stands today as a kind of exhibit of economic develop- 
ment as well as an outstanding example of international co- 
operation. In fact, as to the last instance, it was cited as an 
example by the two contending parties in the recent Anglo- 
Iranian Oil dispute. 

Venezuela’s net national income (at factor cost) has been 
estimated at 7,080 million Bs for 1949. US$ equals 3.35 Boli- 
vares. 

For 1950, the Economic Commission of the United Nations 
for Latin America (CEPAL) ) places income per head in Vene- 


zuela at 567 dollars, by far the highest per capita income in 
South America. The figures, as given by CEPAL for the dif- 
ferent South-American countries, are the following: 


Gross INCOME PER CAPITA FOR 1950 
(In 1950 U. S. Dollars) 
Argentina é 499 
Brazil 198 
Chile . 298 
Colombia SiN : es 177 
Cuba . 879 
El Salvador 197 
Guatemala 166 
Mexico 196 
Peru 127 
Venezuela 567 


While we concern ourselves with national income we might 


add another figure: total geographic product was in the vicin- 


* Universidad Central de Venezuela and Banco Central de Venezuela. 
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ity of 8,540 million bolivares making a difference between 
geographic product and national income of Bs 1,460 million. 
This of course was repatriated oil-income and represents 17“ 
of total geographic product. According to our source this is 
another record: excepting North Rhodesia, which is a depend- 
ent territory, this is the world’s highest percentage of foreign 
income to geographic product in any country. 

In 1936 the country’s income was still at Bs 1,500 million. 
The 1949 estimate on the other hand is a rather conservative 
estimate (it does not include revenue accruing to the govern- 
ment from oil operations). So the growth is even bigger than 
the above figures might suggest. Industrial production has 
risen many fold—but comparisons are difficult or impossible 
because of the qualitative change involved—many of the in- 
dustries are of recent creation. So, for the sake of comparison, 
there remains the agricultural production. But here, the 
whole picture is quite different. 

Of course, what we call today economic development is 
widely understood to be industrialization. Thus it implies a 
relative growth of the non-agricultural sector, but it is not 
quite clear how far this development has to be at the expense 
of agriculture. 

The fact is that in the case of Venezuela the industrialization 
has not been caused by any movement of the agricultural sector 
which by its own development was able to start industrial 
growth. The autonomous movement came from oil exports 
and foreign investment. As it was, it caught agriculture un- 
prepared for the immense expansion which followed and cre- 
ated what is sometimes called a “dual” economy. It is sympto- 
matic that, while manufacturing is rapidly catching up, agri- 
culture is lagging far behind the general development. 

Several causes suggest themselves as an explanation: Agri- 
culture is nationally traditional activity. This is often ad- 
duced as a reason for agriculture to advance more rapidly 
but is probably more of a handicap than an advantage; new 
techniques are probably more easily introduced where there 
are no embedded techniques of an old “traditional” form. It 
is easier to learn than to unlearn. 

It is interesting to point out here, that such advances as 
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exist have been accomplished in new crops or where the whole 
process has been completely revolutionized (sugarcane), while 
traditional crops are generally on the retreat (coffee, cocoa, 
yuca, etc.). 

This however should not be taken to mean that the solution 
is the transformation of peasant agriculture to huge agricul- 
tural plantations or combines. With some crops this might, 
of course, be advantageous but the main problem rests prob- 
ably somewhere else. 

Agriculture has a well known incapacity to adjust itself to 
rapid changes in demand and these have been quick indeed. 
Population is growing at a rate of almost 3¢¢ per annum and 
income at a still higher rate. Usually, a rise in income means 
a far smaller rise in the demand of agricultural products. 
But in our case, considering the period from 1936 to 1949, the 
income elasticity of demand for agricultural products has been 
unusually high. While income rose from 1,499 million boli- 
vares in 1936 to 7,080 million bolivares in 1949, consumption 
of agricultural products rose from 328 million bolivares to 
1,519 million bolivares. The elasticity is thus around 0.97. 

The question is why such an increase in demand that could 
seem an immense boom to agriculture has not produced the 
expected results. One answer is, of course, that the ensuing 
food deficit had to be made up somehow and with the abund- 
ance of foreign exchange it was quite easy to make it up 
through agricultural imports. To prevent prices from sky- 
rocketing and all the ensuing undesirable social consequences, 
existing tariffs on food imports were revised downwards. But 
once the foreign food appeared on the Venezeulan market, local 
food production had to face strong competition to which it was 
unaccustomed. 

Or, to express it as J. H. Kempton, U.S. Agricultural At- 
taché, has put it: 

“The thing to keep in view at this point is that Venezuelan 
agriculture must not only succeed in production under local 
conditions but this production must bear costwise some rela- 
tion to that of the United States. World agricultures are faced 
with the two problems created by the United States: (1) the 
efliciency of large scale (yearly growing larger) U.S. produce- 
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tion, and (2) putting this production on the world market at 
less than cost’. 


Something else too prevented a rapid adjustment. In order 
to expand production, agriculture needed new techniques, man- 
power and capital. While new techniques are slow to pene- 
trate a rural community, strong competition appeared on the 
labor and capital market. This time from the booming indus- 
trial and commercial sectors. 


In order to get an idea of the increase of investment in in- 
dustry, we might compare capital subscription in industrial 
activities in 1936-9 and 1950. Between 1936 and 1939 the sub- 
scription of capital in industry was around 3 million bolivares 
per annum; it reached over 100 million around 1950.' Com- 
mercial investment shows similar figures. While most of these 
funds grew out of urban activities generated by exports, a con- 
siderable—though not determinable—part came from sources 
which otherwise would have used them in agriculture. Re- 
turns are considerably higher—and quicker—in industry and 
trade and—last but not least—in the naturally protected con- 
struction activity. 


As to manpower, similar handicaps exist. Despite the tre- 


mendous population increase, the town and their activities, 
and in a certain measure, oil camps, and transportation ter- 
minals exercise a strong attraction on the rural population as 
well as on the immigrant. Industrialization gives rise to 
urbanization. In spite of the fact that the rural birth rate 
is far higher than the urban, cities are growing much quicker 
than the countryside. Table 1 shows the population of the 21 
capital cities in 1936 and 1950. The growth of the cities sur- 
passed by far total growth and the cities where increase has 
not been considerable, are precisely those located in purely 
agricultural regions. 

The change is still more noticeable if we compare the popu- 
lation of cities of over 50,000 inhabitants on both dates. In 
1936 total population in such centers was 373,000, it reached 


1CEPAL estimates total national investment in Venezuela in 1949 
at 681 million U. S. dollars. (26.8%: of gross national income went to 
non-agricultural activities.) 





VENEZUELAN AGRICULTURE 


TABLE 1 
POPULATION OF CAPITAL CITIES IN 1936 AND 1950 


1936 1950 
Caracas 263,358 695,095 
Barcelona 9,864 26,446 
San Fernando 7,972 13,377 
Maracay 29,759 65,761 
Barinas 1,615 8,672 
Ciudad Bolivar 25,134 31,009 
Valencia 49,214 88,674 
San Carlos 3,075 7,174 
Coro 15,612 28,307 
San Juan de los Morros 4,560 13,580 
3arquisimeto 36,429 105,080 
Mérida 12,006 24,994 
Los Teques 9,028 16,351 
Maturin 7,498 25,350 
La Asuncion 4,655 4,502 
Guanare 1,709 8,062 
Cumana 21,623 46,416 
San Cristobal 21,874 56,073 
Trujillo 10,857 11,794 
San Felipe 9,849 18,060 
Maracaibo 110,010 232,488 


over 1.24 million in 1950. One of every ten Venezuelans 
lived in such cities in 1936 and one of every four in 1950. 

In addition to higher wages in urban employment there 
exist other kinds of attraction: urban environment is superior 
to the rural, the city is the center of progress, it offers more 
comfort and opens for the individual unlimited possibilities. 
The rural environment has, of course, also its advantages, but 
these are appreciated mostly by the urban dweller. 

Thus, most of the advantages in the competition for man- 
power are on the side of the urban activities. There remains 
however one: it is often said that rural people are slow to 
move; when they own the land they are working on, they prefer 
to work on their own rather than to assume the condition of a 
dependent worker. This is of course true and explains why the 
exodus has not been in fact stronger than it was. But here 
again special conditions prevail: the oil industry is not con- 
centrated in cities, but dispersed through the countryside, road- 
building brings non-agricultural employment right to the door- 
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steps and once these activities have been taken up, even if only 
temporarily, the individual is prone to give up agriculture in 
quest of a better salary and more comfortable working con- 
ditions. 

In a recent publication * the agricultural labor force is esti- 
mated at 656 thousand people, more or less the same as it was 
15 years ago.” If this figure is exact (and only the publica- 
tion of the 1950 Census data can prove or disprove it), agri- 
cultural labor force has declined in relative, if not in absolute 
numbers. The same number of hands has to feed a far greater 
number of mouths. 

But even if the number of hands has remained unchanged, 
there has been a decrease in another sense: working time in 
agriculture is today shorter than it was. This tends of course 
to reduce total man-hours worked in agriculture. 

There is another point in connection with the agricultural 
use of existing resources. The most important factor in agri- 
cultural production is of course, the land. Much has been 
written about the conditions of the soil in Venezuela. Some- 
times it is argued that first-class soils are scarcer than would 
appear at first sight. The fact is—although much remains to 
be done as far as soil analysis and prospecting is concerned— 
that there is still much room for expansion. As to the dis- 
tribution of land property, this has undoubtedly been a problem. 
Incomplete figures for 1936 indicate a high degree of con- 
centration: using the rather approximate data of the 1936 
Census, the concentration of landed property, calculated by 
Gini’s concentration coefficient, gives us 0.63—a rather high 
concentration. There has been a favorable change since that 
date. When the complete 1950 Census data are published it 
shall be possible to appreciate how profound this change has 
been. 


Up to now we have been talking about the difficulties with 
which agriculture has met. When all these are taken into 
account, it is rather astonishing the extent to which the agri- 


- Boletin del Banco Central de Venezuela, Enero-Marzo 1953. 
®°Ingreso Nacional de Venezuela, Caracas, 1949. Banco Central de 
Venezuela. 
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cultural sector has been able to overcome them. In fact, the 
traditional agriculture has probably suffered much more than 
any production figure might suggest. But simultaneously a 
new agriculture is emerging aided by public action and indi- 
vidual entrepreneurial acumen. 

Public agricultural aid in the last years has been consider- 
able. It may seem strange that in this period of bonanza it 
should be necessary to speak about aids to agriculture. How- 
ever the picture as presented above makes this quite clear: 
agricultural activity will not be able to deal with its obstacles 
unless it receives a helping hand from outside sectors. Most 
of this help will come from the public sector but what is not 
quite so clear is what form this help should adopt. 

Agricultural credit by commercial banks is almost non- 
existent and there are no private agricultural credit agencies. 

Private credit is mostly given by wholesale merchants. The 
wholesaler furnishes the credit, sometimes in kind (seeds & 
food) to enable the farmer to conclude cultivation and is based 
often on the area to be cultivated. With this credit the whole- 
saler acquires priority rights on the harvest at stipulated 
prices. 

Private short-term credits are important in certain crops. 
For cotton, where credits represent more than half of the 
whole working capital, private sources furnish about 6042 of 
total credit, while the remainder comes from official sources. 
Official agricultural credit comes from the governmental Agri- 
cultural & Livestock Bank (Banco Agricola y Pecuario), The 
Venezuelan Development Corporation (Corporacién Venezo- 
lana de Fomento) and the Agrarian Institute (Instituto Agra- 
rio Nacional). The bank specializes in short-term credits and 
mortgages to individual producers, the Corporation in financ- 
ing of nation-wide agricultural developments and the Institute 
in small scale credits to immigrants and colonization projects. 

Between 1948 and 1952 total credits amounted to 910 mil- 
lion bolivares and their distribution both through time and 
by kind of credit is set out in table 2. 

As can be seen, agricultural credit from government sources 
has been available at the rate of some 180 million per annum. 
Additional funds from the commercial banks were rather 
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TABLE 2 


CREDITS FURNISHED BY THE CORPORATION VENEZOLANA DE FOMENTO, 
BANCO AGRICOLA Y PECUARIO AND THE INSTITUTO AGRARIO NACIONAL 


(Million of Bs.) 


Use 1948 1949 1950 1951 1952 
Machinery and equipment 12.50 23.44 30.85 14.65 56.72 
Agricultural crops _. 102.71 84.61 113.32 82.83 68.26 
Livestock 57.84 54.62 50.76 34.37 22.04 
Discounts 19.46 11.49 18.15 26.18 14.30 
Mortgages and other 2.39 2.28 2.16 1.56 2.85 


Total 194.90 176.44 215.24 159.59 164.17 


small; it is rather doubtful that they raised total credits up to 
200 million bolivares. Of these credits some 138 million boli- 
vares were specifically assigned in the last 5 years to agri- 
cultural equipment and machinery and out of the sum of 910 
million—total of 5 years—almost half went to agricultural 
crops. Mortgages represent a minor part of the whole, as far 
as official funds are concerned, whereas they are a rather im- 
portant element financing. While data are not complete as yet 
private rural mortgages might have reached last year some 
170 million bolivares; though it is not certain that all these 
funds went into agricultural investment. 

Public funds are channeled into agriculture also via produc- 
tion and export subsidies. Milk production has been subsi- 
dized at a growing rate, as can be seen from the following 
figures: 

MILK SUBSIDIES 


(Millions of bolivares) 


1066... ; 0.2 
1949 . 4.0 
1950. = 5.1 
1951 6.4 
1952 8.2 


Export-subsidies on coffee and cocoa, on the other hand, are 
declining, due mainly to the favorable price situation for these 
crops. As can be seen from Table 3 subsidies on coffee exports 
have completely disappeared in the last years. 
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TABLE 3 
SUBSIDIES TO COFFEE AND COCOA 
(In millions of bolivares) 
Coffee Cocoa 
1948 12.5 11.0 
1949... 8.6 6.9 
1950 0.1 8.9 


1951 —_ 7.1 
1952 — 8.6 


Over-all agricultural investment can be estimated for 1952 
at some 250 million bolivares. This would represent approxi- 
mately 11% of total national investment which is around 2,200 
million bolivares. Its distribution is set out in Table 4. 


TABLE 4 
DISTRIBUTION OF AGRICULTURAL INVESTMENT—1952 
(In millions of bolivares) 
1. Equipment, machinery and buildings : 179.87 
. Irrigation and water works 34.26 
. Electricity 20.07 
. Transportation and rural roadbuilding 15.02 
. Research 2.87 
. Storage 1.20 


Total 253.29 


Out of 253 million bolivares total investment, 180 million 
went into agricultural equipment and machinery, which seems 
to indicate a trend to replace, in some instances, very backward 
production techniques by the very last word in modern proce- 
dures. This of course, is an old controversy: should under- 
developed agriculture pass through all the intermediate stages 
until finally it can take advantage of the latest advances in 
technical procedures, or can it jump from its backward stages 
to complete modernization? 

In general, the most spectacular successes have been met, 
of course, where the last solution has been adopted although 
sometimes at a high cost. In this category the most spec- 
tacular failure (The African Groundnut Scheme) can also be 
found. As far as Venezuela is concerned two factors have to 
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be added to get the whole picture: first, the immense growth 
of demand in a very short time calls for rapid increases in food 
production; and second, the rise of the wage level makes for 
mechanization. In fact, if we go back to our table of agricul- 
tural investment in 1952, we observe that the lion’s share has 
gone to agricultural machinery. This is in line with most of 
the recommendations made by experts in the case of Venezuela. 
Here is a typical example by an agricultural economist: ‘“‘The 
truth in connection with reaching the goal of increased pro- 
duction is that it can best be achieved on large mechanized 
farms. Planning for crop rotation to keep the machinery fully 
occupied is, therefore, a necessity. The size of each farming 
unit has grown steadily throughout this country. Family-sized 
farmers are slowly becoming commercial operators. 

“Only the larger units can afford full mechanization and the 
employment of trained workers at good wages. The trained 
workers, having learned their skill on big farms, often suc- 
ceed on farms of their own. Large-scale, mechanized farms 
should be given priority ratings in Venezuela’s agricultural 
planning for the future since increased production is essential 
to the well-being of all the people. But the fact that medium- 


sized farms in Venezuela have the best chance to grow into 
commercial operators should be recognized and encouraged. 
They are the country’s hope for a stable agriculture in the 
future. 


“Does this mean that the ‘conuquero’ should be passed over 
as a rural social problem? Not at all. He can be helped to 
increase production on his present holdings and in many cases 
to add small parcels of land to them... .” 

While mechanized farming seems to be the shortest way to 
an up-to-date agriculture, it is also the costliest. Necessarily, 
it has to include not only the cost of machinery itself but also 
the cost of learning in a short time how to use it efficiently. 

The next important item on the table is irrigation and water- 
works. These are of vital importance in Venezuelan agricul- 
ture and the funds allocated for this purpose have grown 
steadily in the last 5 years. In accordance with data of the 
Central Bank of Venezuela, public expenditures on irrigation 
and river projects in the last 5 years were as follows: 
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(In millions of bolivares) 
RO ce BS eee eee aged aera aes 22.91 
1949 : ee 23.60 
1950 26.37 
1951 31.93 
1952 38.30 

Electrical Plants & Equipment in rural areas occupy the 
third place in importance, and next come Roads and Means 
of Transportation. 

There is still another item which though relatively small, 
deserves special mention: agricultural research. Research, 
both in its technical and its economic aspects is a prerequisite 
of growth for the Venezuelan agriculture economy. Here are 
opportunities that bear the promise of high returns, both to 
big and to small producers. Scientific research applied to 
health problems has been crowned in Venezuela by outstanding 
success. There is a very great chance that the same might 
happen in agriculture. 

As to research in agricultural economic problems, and par- 
ticularly market-research, it will, once the initial barriers of 
insufficient statistical information are removed, contribute 
considerably to develop the right kind of production and in- 
crease agricultural income. 

In fact, production is on the increase. Comparisons of 
recent production figures with 1936 might show only a moder- 
ate increase, but as far as one can judge, in the absence of 
production statistics for the intermediate period, there seems 
to have been a trough in the production curve between these 
two dates. Then, agricultural output seems to have started 
growing, slowly in the beginning accelerating its development 
as time went on, but even now, there is nothing like the prog- 
ress that can be observed in other sectors of the Venezuelan 
economy: 

Comparing production figures in the 1936 Census and recent 
data published by the Central Bank of Venezuela we obtain 
the following index of agricultural production: 

1936 126.2 
1948 100.0 
1949 125.2 
1950 Ce ree = 127.6 
a a ec aha ba ne . 143.2 
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These figures are approximations. 


They would indicate that total growth in output in these 15 
years was about 14%, most of which emerged in recent years. 
This figure is below the increment in population and also 
inferior to agricultural development on the continent. Popu- 
lation in the same period increased about 45% and agricul- 
tural production in Latin America some 22%. But the rate 
of growth in the last period is higher in Venezuela than in 
the Latin American countries as a whole, despite the fact that 
agriculture is losing its relative importance within global eco- 
nomic activities. 


RELATIVE GROWTH OF AGRICULTURAL OUTPUT 


Base: 
1936 for 
Venezuela, 
1934-38 for 
Latin America 1948 1949 1950 1951 1952 
Latin America 85 100 99 101 106 104 
Venezuela * 126 100 125 128 126 143 


Thus in this aspect too Venezuela is characterized as a 
country of rapid change. While agriculture has certainly a 
hard task, there is hope for the future. Or, to put it in the 


words of an American economist who visited recently the 
country: 


“... The progress in the last two years has been marked 
and dramatic. Rice production is much higher, cattle numbers 
are rising, milk production is up, a sugar program is under 
way and truck farming has made great strides. Farmers are 
beginning to make money, a fact which is very important for 
the future. Nothing could be more significant than this evi- 
dence of real progress. For in every country, what counts 
most is not where a nation stands at any particular moment 
in its history, but in which direction it is moving. Venezuela 
is moving forward to the production of more farm products 
and that is the basis of my hope for the future in this field’. 


* Figures for 1948 to 1952 are taken from Boletin del Banco Central 
de Venezuela, Nos. 95-97. 





The Venezuelan Food Supply 


By JOHN HICKEY* 


In recent years foreign observers have tended to stress two 
points regarding the food supply of Venezuela: (1) The fact 
that food imports per capita have been running about five per- 
cent of the per capita national income—which has commonly 
been interpreted as a weakness of the economy, and (2) The 
belief that food production is inadequate, which stems partly 
from the nutritionists’ debate over the specific makeup of the 
dietary (particularly the starchy-staple ratio) rather than 
from the calorie count of national production, and partly from 
an assumption that any country shows weakness in production 
and mistaken priorities in public policy when it continues year 
after year to rely on foreign sources for supplies of such basic 
products as wheat, potatoes, eggs, fats and oils. 

A more thorough analysis of the Venezuelan food supply 
suggests a quite different set of characteristics and a different 
interpretation: (1) The Venezuelan resource-potential is un- 
usually good relative to the small population. (2) There is 
enough food produced to assure freedom from hunger, and the 
export strength of the country is so great that it permits Vene- 
zuela to draw freely on cheap sources the world over in the 
case of any extraordinary shortage arising out of climatic con- 
ditions or any seasonal irregularities in supply or any unsuit- 
ability for the production of particular products. And the 
strategic-materials place of the country in any military opera- 
tions in which the hemisphere may become involved is so great 
that maintenance of the flow of. foodstuffs is fairly well assured. 
An analysis by commodity of the food imports reveals that 
the volume of imports reflects strength rather than weakness. 
(3) The terms of trade for Venezuelan food exports as against 
food imports have improved steadily in recent years, with every 


* Mr. Hickey is the author of “Sumner Welles’ Opinions of Perdén” 
in Volume I, No. 3 of this magazine; ‘“‘The Cooperative Services and the 
Good-Neighbor Policy” in Volume II, No. 3; “Carlos Davila on Inter- 
American Economic Policy” in Volume III, No. 2; and “Press Coverage 
in Latin America” in Volume VII, No. 2. 
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indication that the improvement will continue. (4) Certainly 
as far as food is concerned, the growing income of the coun- 
try has become meaningful for all income-classes, has been 
reflected in better food supply for all classes, partly through 
direct benefits in the form of higher wages and higher pur- 
chasing power, and partly through government intervention 
directly to ameliorate the condition of the poor. (5) To the 
extent that public policy has been molded in concession to the 
thesis that self-sufficiency means strength, it is not at all cer- 
tain that the case is being proven and the evidence runs more 
toward a demonstration of the costliness of this form of 
insurance. 


Food Imports. In the period 1948-1952 per capita value of 
food imports was fairly stable at $20 to $25. (See Table I.) 
This is admittedly a sizable figure, about five percent of per 
capita national income, but it should be noted that many of 
these imports are luxuries, food preferences, or result from the 
fact that the country is not large enough to have early and late 
producing seasons and is small enough to suffer from time to 
time country-wide excesses of dry or wet weather. The im- 
port list may be divided into two groups: (1) the basic foods 
including wheat flour, rice, eggs, powdered milk, sugar, vege- 
table oils, potatoes; and (2) the luxury food items. In the 
first half of 1953 Venezuela imported 118,000 tons of the basic 
foods valued at $30 million, and 55,000 tons of the luxury 
foods valued at $18 million. The basic foods came largely from 
the United States, with sugar from Cuba and flour from Canada 
also. For the luxuries, the whole world is drawn upon to meet 
special preferences. 


TABLE I 
Foop IMPorTS: 1948-1952 


Tonnage Value of Kilos of 
Population of Imports Per Imports 
(nillions) Imports Capita (Bs) Per Capita 
1948 4.65 329,000 75.4 70.8 
1949 4.79 359,000 1. 75.0 
1950 4,92 408,000 2.2 $3.0 
1951 5.07 424,000 3.6 83.7 
1952 5.20 380,000 39. 73.0 
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On the basic foods: Wheat flour accounts for about one- 
seventh of total food imports. Venezuelan wheat culture has 
been described as a colonial relic, an uneconomic mountain 
culture. Local production is perhaps 6,000 tons, well under 
three percent of requirements. Following the common pat- 
tern of areas with a rising national income, there has been 
increasing resort to wheat and rice as against other grains, 
which is usually represented to be an economic improvement 
of the diet though not necessarily a nutritional advance. 
Efforts to locate a wheat variety that might be economic for 
Venezuela having failed completely, the government has fo- 
cussed its attention on the feasibility of a milling industry. 
It is expected that from the succession of projects submitted 
to the government development agencies by various European 
and American promoters, a flour industry of substantial size 
will emerge eventually. The country has had about a dozen 
mills producing wheat flour, half of them government-owned, 
but even the two largest have had a daily capacity of under 
25 tons. 

The importance of breadstuffs is such that the casual ob- 
server has quickly hit on such imports as being a demonstra- 
tion of weakness. Yet, with both North American and South 
American supplies less than two weeks away at any time, and 
with a strategic materials traffic of such importance to the 
hemisphere’s military potential that it assures bargaining 
power for incoming tonnage in the event of war, the use of 
foreign wheat and wheat flour is more properly interpreted 
as an advantage for an economy so rich in export capacity. 
Use of cheap world supplies of a commodity, whose price is 
likely to continue to be reasonable under the impact of excess 
world production, to provide seven or eight percent of the 
calorie content of the nation’s food supply need properly dis- 
turb no one. 

In the case of rice, the government has not been handi- 
capped by inability to grow the crop, although local production 
is not competitive with the lower-cost export areas of the world. 
From a production of perhaps five percent of requirements 
before World War II, Venezuela managed to boost production 
so as to produce about four-fifths of its consumption in 1952-53. 





26 INTER-AMERICAN ECONOMIC AFFAIRS 


When wartime conditions shut off normal sources, the govern- 
ment stimulated production by distributing free seed and pro- 
viding cheap credit. It expanded steadily its participation in 
the drive for self-sufficiency in rice, setting and raising the 
support price, requiring importers to match foreign supplies 
with a proportion of local production, and then vesting in the 
Banco Agricola y Pecuario overall supervision including pay- 
ment of the support price, purchase of the crop, storage, whole- 
saling, and a monopoly of imports scaled not to discourage local 
output. Buying cheaper rice overseas and selling at a price 
level consistent with the higher costs of local production pro- 
vided a profit margin to help balance losses on the promotional 
activity for the local crop. While local requirements are gen- 
erally considered to be 36,000 tons milled rice, there is reason 
to believe that the effect on price of the eagerness to shed 
dependence on cheap imports has been to reduce demand. 
In terms of consumer well-being, it is probable that cutting 
from two to one-half of one percent the proportion of the 
calorie content of the national diet supplied by imported rice 
represents no achievement. As the government pushes on to 
self-sufficiency and even a surplus at the higher price required 
by the drive, and as imported supplies drop to the point where 
the excess profit margins of the Bank on such quantities no 
longer offset the losses on the domestic operation, the economy 
is more likely to suffer. 

In the case of potatoes, the crop cannot be grown success- 
fully in the wet season, the government provides growers with 
protection against imports February-July, and here too there 
is the constant expresion of hope that the ‘“‘weakness”’ of im- 
portation might be eliminated, though it has not been accom- 
panied by as coordinated an effort as characterized the pres- 
sure for greater rice production. Again, there is the likeli- 
hood of higher end cost to the consumer and the government. 

About one-seventh of the countrys’ requirements of legumes 
are imported, chiefly items not locally grown. Lacking capacity 
for commercial production of oats, this product is also im- 
ported, chiefly from the United States and Canada. 

Eggs from Canada, United States and Holland have been a 
very advantageous import, retailing at half the price of locally- 
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produced eggs. Sometimes, unfortunately, they are even more 
profitable for the importer than for the consumer, being fre- 
quently sold as local fresh at the double price, providing an 
additional inducement to import rather than to stimulate local 
output, in a country where the voice of the middleman in public 
policy has on occasion been disproportionately influential. 

Vegetable fats and oils are the chief sources of fats for 
human consumption, with lesser contributions from butter and 
lard. High customs protection and quota systems requiring 
proportions of use of local product have not sufficed to pro- 
duce major advances in the production of butter, and with the 
institution of the first margarine plant in 1951 additional com- 
petition was provided. The deficit position for vegetable fats 
and oils, it should be noted, is partly by choice, since processors 
insist that the prime materials can be obtained more cheaply 
outside Venezuela than would be possible if a drive for self- 
sufficiency were pushed, and thus this serves as a retarding 
factor in the desire to add to the 12,500 tons local production 
of vegetable oil from locally-grown prime materials. Here 
again the one and one-half to two percent of calorie content 
of the diet provided by imports rather than local output must 
be interpreted as a contribution to consumer well-being rather 
than as a “weakness” deriving from mistaken priorities in 
public policy. 

A decade ago Venezuela consumed only 25,000 tons of re- 
fined sugar. In 1953 it imported about 46,000 tons from Cuba, 
had its largest sugar crop on record (65,000 tons), partly but 
not dominantly at the expense of papelén (brown sugar loaf) 
whose output is put at 90,000 tons. Four new centrals under 
construction promise an additional 40,000 tons local produc- 
tion, with another two planned to lift the figure by still an- 
other 15,000 tons. The shift to more efficient centrals and the 
planting of better cane types indicate more efficient produc- 
tion as the country not only expands its consumption but also 
moves first to self-sufficiency and then possibly to a surplus 
which may be very troublesome in disposal. The new mills 
were prompted partly as an aid to the smaller planters who 
had found that they were often forced to convert much of 
their output to papelén, because the milling capacity was so 
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limited that it was largely absorbed by the refiners who were 
also cane producers. The data on expanding consumption indi- 
cate that at least the shift from imports to local production is 
not affecting the use of the product adversely. But it might 
be pointed out that the gains in efficiency are not such as to 
make this a competitive source of sugar; and while the increase 
in consumption of refined sugar is in line with the experience 
in countries showing gains in national income, it can hardly 
be cited as a nutritional improvement. 

The powdered milk imports have been a more complicated 
problem. About three-fourths of milk consumption is provided 
by powdered milk imports. Local production of fluid milk as 
measured by receipts in the federal district rose some 65% 
from 1943 to 1952 and the actual gain was even greater since 
the milk pasteurization plant at Valencia which began opera- 
tions five years ago siphoned off some of the central milkshed 
output. With production costs high in the central milkshed 
as a result of the high costs of concentrated feeds and high 
labor and equipment costs, the government moved to ensure a 
supply of milk by paying subsidies to producers. (There was 
a richer dairy farming region 350 miles from Caracas which 
was unavailable in the absence of suitable transport facilities) . 
Thanks partly to the subsidy, the dairyman gets a dispropor- 
tionate (for Venezuela) share in the consumer dollar expendi- 
ture on milk—about 85%c, which perhaps helps explain why the 
government was confronted in 1953 with an oversupply (sur- 
plus at a price) of fluid milk in the central area. This prompted 
daily-quota systems on pain of loss of subsidy, a flood of pro- 
posals for milk preservation plants, and tie-in ratios for im- 
ports requiring proof of purchase of a certain proportion of 
the local product for every unit imported. In the dairy-rich 
area in southern Zulia a powdered milk plant had been set up 
in 1944, with a capacity far exceeding the immediate potential 
of the area, but with consumer preference for the imported 
product, the government submitted to pressure to provide a 
forced market in the form of compulsory ratios of purchases 
locally to imports. An underlying factor, of course, in the 
central milkshed in 1953 has been the dairymen’s insistence 
that they get as much for milk sold to drying plants as they 
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get for milk sold as fluid milk. Actually, fluid milk at 30 
cents per quart retail was not in 1953 considered especially 
high in high-price Venezuela, but imported milk powder con- 
verts at 16 cents per quart and has the advantage of conven- 
ience, particularly in the back country and among the poor in 
the capital, where refrigeration is lacking and a milk requir- 
ing no cooling is a great advantage. Here again in the case of 
the large imports of powdered milk, it can hardly be consid- 
ered a “weakness” of the economy to supply a highly nutri- 
tional component of the national diet from cheap overseas sup- 
plies, in a country whose export capacity makes exchange so 
readily available. 

The Nature of the Food Supply. The Food and Agriculture 
Organization (FAO) has accustomed us to comparisons of 
‘national calorie consumption per capita” with “calorie re- 
quirements per capita’, and has accustomed us further to a 
pessimistic “demonstration” of the existence of hunger, in 
which the desire to stimulate action for improvement of the 
food supply takes the Organization far beyond its statistical 
documentation. In a country like Venezuela, the production 
data are so faulty that we cannot claim to have a reasonably 
satisfactory estimate even of what is produced per capita, let 
alone knowing the qualitative refinements such as the extent to 
which items produced are eaten, what is wasted, the distribu- 
tion of individual items in the makeup list, the distribution 
of the population by age which might affect requirements, and 
so on. Table II is FAO’s demonstration of the existence of 
hunger in 1934-1938. If we were to accept the estimate for 
Venezuela showing consumption one-sixth below requirements 
year after year, one might expect the “hunger” thus depicted 
(1) to show in progressive reductions in bodily weight and 
steadily declining capacity for physical activity, and (2) to 
generate a succesion of food riots and other such demonstra- 
tions on the part of a hungry people. This especially since the 
uneven distribution of the national income further accentuates 
the degree of under-consumption. Having in mind FAO’s 
own use of Brazilian consumption as 2150 and requirements 
2450, and its use in a different publication of consumption at 
2550, we are better off perhaps in ignoring the statistical pres- 
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entation of its “proof” of deficits. This is not to argue, how- 
ever, that malnourishment does not exist or that people cannot 
be malnourished without being conscious of the fact that they 
are living an existence which is abnormal in that sense. Nor 
does it argue against attempts to improve and refine data 
and to offer up statistical targets to challenge from time to 
time—as long as we do not take the data too seriously, until 
they warrant the confidence. 


TABLE II 
FAO ESTIMATES OF NATIONAL CALORIE CONSUMPTION PER CAPITA 
Per DAY WITH CALORIE REQUIREMENTS FOR CONSUMPTION: 
1934-1938 
(Calories per capita per day) 
Consumption Requirements Difference 
Venezuela 2040 2440 —400 
Brazil 2150 2450 —300 
Mexico 1800 2490 —690 
France 2880 2550 +330 
United States 3150 2640 +510 

In the autumn of 1953, the Agricultural Attaché of the U.S. 
Embassy in Caracas, probably the best-informed observer of 
the Venezuelan agricultural scene in this hemisphere, sug- 
gested that per capita calorie content of national production 
might be running 2181 calories, exclusive of fruits, vegetables, 
eggs and game. And an examination of import data suggests 
perhaps another 15 to 25% in per capita calories should be 
added to this. He warned that data on methods of food utiliza- 
tion were lacking, that while the calorie content of production 
suggested a full calorie intake for Venezuela’s people it did not 
mean that everyone was getting exactly his “share” or that 
all the calories produced were reaching someone’s kitchen. 
His breakdown of the calorie content appears in Table III. 
It suggests a food supply which in calorie content is less vul- 
nerable to criticism than the observations of many foreign 
observers have made it appear. 

It is true that the basic data on which we base the conclu- 
sion that the calorie content of production points to a sharp 
discounting of the idea of hunger are highly unsatisfactory. 
But the data thin out even more in value as one approaches 
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TABLE III 
PER CAPITA NATIONAL PRODUCTION PER Day 
(Excluding fruit, vegetables, eggs, game) 
(calories) 
Corn 
Bananas, plantains 
Beans, peas, etc. 
Sugar and papeloén 
Root crops 
Vegetable oils 
Beef, pork, goats 
Dairy products 
Wheat 
Fish 
Poultry 
Chocolate 
Rice 5 


an analysis of malnourishment—the extent to which the inges- 
tion of the various essential nutrients is so low as to occasion 
a prevalence of nutritional disease. FAO has suggested that 
malnourishment in some form becomes more common where 
the starchy-staple ratio to total per capita calories consumed 
goes above 66, i.e., where the cereals, starchy roots and sugar 


furnish over two-thirds of the total calorie content, nutritional 
unbalance exists. Table III, coupled with what we know of 
imports, suggests a high starchy-staple ratio, somewhere be- 
tween Argentina’s postwar figure of 57 and Mexico’s 72. (It 
should be remembered that Table III excludes certain items). 

In 1953 FAO in its ‘“‘Review of the State of Food and Agri- 
culture” suggested that the protein consumption level was lower 
than could be thought satisfactory. But as Table IV indicates, 
the comparison with other Latin American countries is quite 
favorable. In the United States the Food and Nutrition Board 
in 1948 set as desirable goals for a sedentary adult male weigh- 
ing 154 pounds a level of 2400 calories daily and 70 grams of 
protein. This not as a minimum requirement but as a desir- 
able goal for a higher level. And it felt that a physiologically 
satisfactory allowance of protein can be derived solely from 
proteins of vegetable origin, without protein of animal origin. 
(Compare with Table IV for Venezuelan figure). No attempt 
is made here to break down the data for calcium, thiamin, 
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ascorbic acid, riboflavin, niacin, etc. To take the imperfect 
data all the way would be straining as badly as a FAO statis- 
tician, who feels a point much be proved at all costs. 


TABLE IV 
ESTIMATED ENERGY AND PROTEIN CONTENT OF FooD SUPPLY 
PER CAPITA 1951-52 

Grams of 

Grams of Animal 

Calories Protein Protein 

Per Day Per Day’ Per Day 
Venezuela 2200 67 29 
Mexico - 2210 61 16 
Argentina 3160 102 67 
Colombia 2400 56 32 
Peru . 2220 63 14 
Italy 2480 78 21 
United States 3160 91 61 


It might be noted in passing that per capita Venezuelan beef 
consumption works out at 51 pounds per year, against U.S. 
retail weight consumed (not strictly comparable) per capita 
of 62.7 pounds in 1948-49, but the remaining 100.2 pounds of 
other meat consumed in the United States has no parallel in 
Venezuela where pork is distinctly secondary and poultry con- 
sumption must wait on a very drastic cut in costs to enable it 


to tap a whole new level of lower-income consumers. Per 
capita milk consumption in Venezuela of 73 liters, although 
heavily dependent on imported sources, compare fairly well 
with the French level of 83, although it is only about half the 
U.S. figure. It is true, of course, that the rural areas and the 
coastal settlements get more animal-origin protein than do the 
people in the cities, and the distribution problem grows as 
urbanization proceeds; and it is also true that the rural areas 
and small villages get less of the imported foods. 

Against the inevitable impatience to see greater results in 
nutritional improvement must be put the fact that food prefer- 
ences are deeply rooted in all nations and in the case of Vene- 
zuela frequently balk improvement of the nutritional content 
of the diet. An example is the inability to increase fish con- 
sumption by improvement of quality and supply, pinpointed 
by the spectacular failure of the Rockefeller venture (VBEC) 
where enough fish supply could not be marketed to pace the 
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wholly modern large-scale effort. Per capita fish supply has 
been put at 9.7 kilograms (canned fish pack 7500 tons, salt 
fish 10,000 tons, fresh fish 32,000 tons, with canned fish steadily 
in surplus), but larger supply is balked merely by the in- 
ability to market rather than by inability to provide. In the 
case of poultry, Venezuela managed to overproduce in 1953, 
with price dropping some 35‘: without being able to shake 
housewives from their preference for beef, and indicating that 
a tremendous permanent collapse of the price would be neces- 
sary in order to tap a whole new group of consumers who now 
find meat of any sort largely unavailable pricewise. For beef, 
the problem has been not so much one of inadequacy of pro- 
duction as one of more efficient utilization. One-fourth of the 
meat for Caracas is flown in as sides of beef, the rest perambu- 
lates to points from which live cattle can be trucked to slaugh- 
terhouses. The largest number of animals handled at one point 
in twenty-four hours is less than 200. There are no packing 
plants and most by-products are wasted. While farmers have 
a guaranteed floor price for live cattle, their share of the ulti- 
mate consumer’s dollar expenditure on beef is small because of 
the inefficient process by which beef reaches the consumer, and 
the high end price balks larger consumption, thus threatening 
the country with a surplus production capacity at the price 
level at which the consumer can get the product. 

It might be observed that where products are acceptable to 
local food tastes, there has been demonstrated a very great 
ability to expand consumption. For instance, in the fifteen 
years ending 1952, consumption of beer rose nine-fold. In 
eight years, soft-drink consumption rose eight-fold (partly ex- 
plaining the consumption of sugar in recent years). Canned 
foods have had an increasing vogue, partly resulting from the 
growing number of families living in modern apartments. The 
expanding national income has provided a demand for quality 
products: high-grade meat, fruits, etc., have gained in favor, 
and with price stimulating output of quality product, this 
means in turn an increasing future production. Vegetable 
farming by Italian immigrants has in the first instance pro- 
vided more vegetables for the local Italian colony, but the sur- 
plus seeps into the national dietary to provide first a taste for 
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the product and ultimately larger production. 

Food Exports and Food Imports. In 1954, a country ex- 
porting coffee and cacao and importing wheat, milk, potatoes, 
vegetable oils, presents a healthy picture. The tremendous 
rise in the price of coffee in the past decade and the new ter- 
rific rise in 1954, the inability of world supply of cacao to 
keep pace with normal increase in demand, the likelihood that 
world coffee supply position may be sufficiently tight relative 
to demand to force consumption down, all these are cause for 
exuberance for the Venezuelan grower. While costs of pro- 
duction for coffee were at one time well above those of major 
competitors, the current price level and the prospective price 
level have caused optimism which is being reflected in an 
attempt to boost output by 5 to 10% at least. The Economic 
Commission for Latin America has pointed out that in 1937 
the export crops were worth perhaps 27% of total crop and 
livestock production, while in 1949 the export crops were down 
to 17% of total value of crop and pastoral output. It is likely 
that with the expanding drive toward self-sufficiency and the 
effort to provide more and better food for the prospering mass 
of people, the percentage of value derived from export crops 
may fall even more. Yet, it is well to remember that the 
export crops more than cover the cost of imports of basic foods 
and with proper attention to the m-rket might well cover ex- 
change requirements for most of the luxury foods, and on a 
basis of steadily improving terms of trade. 

The Role of the Government. The functions performed by 
the Government in the improvement of the nation’s food sup- 
ply have been many: (1) In the first place the government is 
the largest employer in the country, engaged in distributing 
to the people their share of the oil bonanza and eventually the 
nation’s share of the iron-ore bonanza and other resource- 
exploitation receipts. Employment on public works, on roads, 
schools, low-cost housing, hospitals, public health projects, all 
translate into purchasing power usually at higher per capita 
levels than the same employment yielded previously. (2) The 
government is intervening directly to ameliorate the condition 
of the less prosperous element, as in the case of the workers’ 
restaurants of which it maintains more than forty, the school 
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lunch programs, the system of cooperating with local factories 
in furnishing labor with part of a meal (pasteurized milk or 
something more) for which the factories pay only part of the 
cost. (3) It maintains a nutrition bureau to study. the national 
diet and to promote constantly the notion of protective foods 
and propagandize for pasteurized milk, etc. (4) It has set 
the country on the path to self-sufficiency in food, at least in 
the basic foods. Whether this will result in more and better 
food remains to be seen. Some of the government’s activities 
in transportation, for example, by cutting the costs of distri- 
bution are likely to improve the utilization of the national food 
production, even giving the farmer a larger share of the con- 
sumer’s dollar expenditure without raising the volume of that 
expenditure. Yet, in many cases the government has found 
that it replaces imports only at a direct additional cost to the 
consumer, with a charge on the national budget, and evolution 
of new surplus problems as artiticially-stimulated production 
on a high-cost basis exceeds what can be absorbed at that price. 
By 1953 Venezuela was struggling with unmarketable “sur- 
pluses” of corn, fish, brown sugar, pineapples, fluid milk, mo- 
lasses, alcohol, palm oil, poultry and anticipating trouble with 
supplies of refined sugar. Increasingly the government would 
have to cope with the inadequacy of the producers’ share of 
the consumer expenditure—the 35%¢ which the cattleman gets 
out of the consumer dollar, the 45%¢ which the potato grower 
gets, etc., if the market and the food supply were to broaden. 

The statistical evidence of the Venezuelans’ food supply and 
nutritional status was very unsatisfactory. Yet, it seemed 
correct to discount the professional mourners in the interna- 
tional organizations. The Venezuelan was not hungry, he was 
relatively well-fed, his higher national income was giving him 
a wider choice and with it the satisfactions deriving from ca- 
pacity to eat what he individually found palatable. Some form 
of malnutrition exists in every country, and Venezuela was 
surely no exception. To the extent that the malnourishment 
stemmed from national likes and dislikes, it was likely to be 
hard to wear down, but to the extent it derived from ignorance 
of good practice in nutrition, the government was working to 
eliminate it. 





Industrial Development 


in Venezuela 
BY JUAN SARDA* 


The extraordinary expansion of consumption in Venezuela, 
as of recent years, is a striking phenomenon which may be 
used as a starting point in the study of this country’s indus- 
trial development and its characteristics. This phenomenon 
is a result of the petroleum industry’s development. Through 
it, the rise in Venezuela’s national income has been one of the 
most rapid in the present world. As a matter of fact, the rise 
in “per capita” income between 1936 and 1951, in real terms, 
was 48% according to an estimate published by the Banco 
Central de Venezuela.! 


As a result of the expansion of income, consumption has 
undergone extraordinary growth; nevertheless, a considerable 
surplus remained which was directed into investment channels 
and thus contributed to create new industries. In addition, 
the petroleum industry is by its very nature an export in- 
dustry and as a consequence Venezuela has realized an abun- 
dant provision of foreign exchange. Thus both imports and 
new productive activities within the country have contributed 
to satisfying the increased demand. The whole process of 
Venezuelan industrialization may be viewed as a consequence 
of considerable market expansion, with the interferences aris- 
ing from foreign competition. 


The following table contains index numbers for estimated 
consumption of certain goods in Venezuela for the years 1945 
and 1952. 


* Dr. Sarda is an Economic Adviser with the Central Bank of Vene- 
zuela and Professor of Economics at the University of Caracas. 
1 Memoria del Banco Central de Venezuela, 1951, page 139. 
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TABLE I 
INDEXES OF ESTIMATED CONSUMPTION * 
Food and Beverages 1945 1952 
Sugar : 100.0 348.80 


Canned sea food - 100.0 240.4 
Butter 100.0 214.4 
Cooking oils 100.0 249.3 
Biscuits and crackers : 100.0 191.6 
Macaroni, spaghetti, etc. 100.0 486.9 
Beer 100.0 320.5 
Textile Goods 
Cotton 100.0 92. 
Wool 100.0 242.5 
Rayon 100.0 744.3 
Miscellaneous textiles 100.0 148. 
Other Consumption Goods 
Soap 100.0 86.! 
Glass containers 100.0 47%: 
Paper 100.0 143.5- 
Production Goods 
Cement 100.0 250.9 
Fabricated iron and steel products 100.0 238.4 
Chemical fertilizers 100.0 554.1 
Electricity 100.0 540.6 
* The preceding indexes of estimated consumption represent 
imports plus national production (if there is any). The data 
are based on physical weights. 
1 Year 1946. 
2 Year 1950. 

The preceding table does not take into account all aspects 
of the market. It is, nevertheless, a good-sized sample of 
industrial goods and is helpful in depicting the expansion of 
the Venezuelan market for certain goods during the period 
1945 to 1952. 

Thus we see that consumption of Food and Beverage items 
has more than doubled in almost every case; in some extraor- 
dinary cases: Macaroni, Spaghetti etc. the index has risen to 
486. The increase in consumption of Textile Goods is less 
marked, for in the case of Miscellaneous Textiles, the index 
has only risen from 100 to 148.1 and a slight downward move- 
ment has taken place in Cotton consumption (these are the 
two most important groups in the textile sector). The rise 
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in other consumption goods such as Paper and Glass Con- 
tainers is favorable if we compare it with the cotton goods 
group. Soap whose consumption diminished, is the exception. 
A notible expansion took place in Production Goods, as there 
was more than a 200% increase in Cement and Iron and Steel 
Products. Chemical Fertilizers expanded five times over the 
1945 level. A comparable rise was recorded in the consump- 
tion of electricity for both industrial and domestic uses. 

It is undeniable that in certain cases the higher indexes 
denote a change in consumption habits of the population; it 
follows that the growth of the market for certain products 
would imply a curtailment in the consumption of other 
products. For instance, it should be pointed out that the con- 
traction in the demand for soap is without doubt due to in- 
creased use of detergents. Higher consumption levels have 
also been brought about by the growth of population, a result 
of the upsurge in the birth rate as well as of immigration. 
However it is undeniable that the growth of real per capita 
income, making possible a higher standard of living, has con- 
tributed greatly to the rise in consumption. An unquestion- 
able expansion of the market for the majority of goods has 
taken place; this is a typical manifestation of economic de- 


velopment and in the Venezuelan case it reflects basically the 
expansion of petroleum industry. 


2k * 


The market situation previously referred to may serve as a 
basis for examining industrial development in Venezuela. 
The rapid increase in national income has yielded important 
surpluses for investment which have been used for stimulating 
internal production. A series of new agricultural and in- 
dustrial activities have come into being in Venezuela, using 
these surpluses in conjunction with a planned development 
policy of internal production. 

Nevertheless, if Venezuela’s industrial development is exam- 
ined in the light of the market expansion, it appears that the 
rate of growth shows marked irregularity. Thus upon view- 
ing each sector individually diverse rates of growth are de- 
tected. The study of these phenomena provides an insight 
into certain problems of economic expansion as well as the 
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underlying forces and obstacles faced by an industry in the 
process of development. 

The following table (Table II) has been prepared with 
annual production data for the years 1945 and 1952, classified 
according to the industry groups employed in Table I. It con- 
tains information regarding the percentage of internal con- 
sumption satisfied by national production. 


TABLE II 


NATIONAL PRODUCTION CLASSIFIED ACCORDING TO INDUSTRY GROUPS; 
PERCENTAGE OF INTERNAL CONSUMPTION SATISFIED 
BY NATIONAL PRODUCTION 
1945 1952 
Produc- Produc- 
tion (mil- “ of tion (mil- ¢ of 
lions of Con- lions of Con- 


kilograms) sumption kilograms) sumption 
Food and Beverages 


Sugar . 27.24 70% 64.90 67% 

Canned sea foods 6.02 171%} 7.49 88% 

Butter - t 91% 1.32 32% 

Cooking oils ; 68% 5.04 75% 

Biscuits and crackers Z 32% 4.63 92% 

Macaroni, spaghetti, ete. 2. 99% 14.77 99% 

Beer 40.102 99% 128.562 99% 
Textile Goods 

Cotton : 41% 1.89 29% 

Wool } 19% 0.23 386% 

Rayon ‘ 34% 3.27 12% 
Other Consumption Goods 

Soap ; 98% 14.85 93% 

Glass containers 95 40% 0 0 

Paper . oli 92% 5.09 69% 3 
Production Goods 

Cement ; ; on 32% 840.3 91% 

Fabricated iron and steel 

products , 0 04 
Chemical fertilizers 0 0 0 


1 Canned sea food was exported during this year. 

~ millions of litres. 

31951. 

4 Although a plant for the reduction of scrap iron operates in Vene- 
zuela, total production is negligible. Production figures are unavailable. 


Analyzing the figures for 1945 contained in the preceding 
table, it is evident that these figures reflect prevailing condi- 
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tions during the World War II period. Since industrialized 
countries were at the time directing their efforts towards mili- 
tary ends, importing countries, such as Venezuela, were faced 
with grave problems of supply. The prevailing situation was 
one in which the local demand for some articles was main- 
tained regardless of cost and quality. Any home produced 
article, found an assured market as a result of the forced 
reduction of imports. 

Having this point in mind various cases can be differen- 
tiated among the previously discussed industrial groups. 

Certain dissimilar industries such as Canned Sea Food, 
Butter, Cotton, Glass Containers and Paper may be grouped 
together as the production of these articles was greater during 
1945 than in 1952. The share of the national market supplied 
by these industries diminished considerably during the period 
under examination. The absolute and relative decline of pro- 
duction took place in most cases, because cost and quality con- 
ditions were such as to prevent domestic goods competing 
with imports. Consequently after the War when large scale 
imports were once again freely available, a decline in domestic 
production resulted. 

There is another group of industries which contrarily showed 
an opposite movement, having recorded progress during the 
1945-1952 period. This period may be considered as one in 
which normal peace conditions were restored. The expansion 
accomplished by several industries was sometimes faster and 
sometimes slower than the rates of market growth for their 
products. For example, the sugar industry expanded its pro- 
duction, but at a slower rate than that in which consumption 
expanded. On the other hand, some industries have shown 
marked progress in every sense, for example: Biscuits, Crack- 
ers, Macaroni, Spaghetti, etc., and Beer in the Food and 
Beverages group, Rayon in the Textile group and Cement in 
the Production Goods group. Production increased. to such an 
extent that these industries were not only able to satisfy the 
growth in consumption but even to displace imports. 

Lastly, certain articles whose consumption has grown con- 
siderably, such as Fabricated Iron and Steel Products and 
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Chemical Fertilizers, were not domestically produced in 1945, 
nor had production commenced by 1952. The growth in con- 
sumption of these products has been fully covered by imports. 

In conclusion, it is clear that, taken as a whole, industrial 
development in Venezuela shows marked progress. However, 
if the same movement is viewed by sectors, great disparities 
seem to exist. Industrial development is not actually charac- 
terized by a uniform rate of growth, but rather by an irregular 
one. In certain cases in which the rate of growth was high, 
foreign competition did not succeed in thwarting the indus- 
try’s progress. Whereas in others growth was sluggish and 
in some cases curtailment has taken place despite higher con- 
sumption levels. Certain productive sectors could not cope 
with foreign competition in spite of a high level of protection; 
others have even been forced to discontinue their activities. 
Finally, there are goods whose enhanced consumption was met 
exclusively by greater imports. 

It is interesting to compare these facts with the related 
principles of economic theory. In the theoretical structure of 
market analysis, excluding foreign competition and other in- 
terferences, productive activities faced with a growing market 
should expand at the same rate as the market. This process 
results from the principle of the equalization of the marginal 
products of the factors of production ina free market economy. 
Capital and labor seek employment in those productive activi- 
ties where demand pressure brings about high prices; conse- 
quently the factors of production are attracted by a more ad- 
vantageous remuneration, but the supply of new factors of 
production to a particular industry is limited by the demand 
for these factors in other industries, in which expansion of 
demand has also taken place. The optimum allocation of fac- 
tors of production is achieved as the factor marginal produc- 
tivity is equalized. Therefore, in a closed, free enterprise 
economy, in which technical factors remain constant and 
neither political nor institutional forces intervene in favor of 
any productive sector * the rate of industrial expansion of any 


~ See Rostow, W. W., The Process of Economie Growth, page 80. 





42 INTER-AMERICAN ECONOMIC AFFAIRS 


one sector tends to be proportional to the growth of demand. 
The result would be an economic system, characterized by opti- 
mum allocation of factors and directed by consumer prefer- 
ences. 


Obviously this theoretical system does not coincide with 
reality. Ina free enterprise economy, there are a variety of 
obstacles and interferences which bring about diverse levels 
of capital productivity, resulting in marked discrepancies in 
the industrial development of the different economic sectors. 
These obstacles are of many kinds: those related to the inter- 
nal structure of the industry and those of a social and institu- 
tional nature. In the case of Venezuela, the chief problems 
are those which evolve from the competitive capacity of home 
produced goods, that is, the relationship between national and 
foreign costs. The size of the market, technological problems, 
the propensity of entrepreneurs to incur risks through new 
activities, etc. are additional aspects which must be taken into 
consideration, in an effort to understand the disparities in the 
industrial development of the different sectors. All the ob- 
stacles and problems which help to explain these disparities 
have probably not been enumerated here. However, the prob- 
lems here analyzed may help to guide us in this study. 


“kK ok * 


In the first place, we can try to examine the relationship 
between costs of production of domestic products and of for- 
eign products. This relationship will show us, the competive 
power of Venezuelan manufactures in the face of foreign com- 
petition, and the impact of imports on the industrial develop- 
ment of this country. 


The problem can be dealt with in its broadest terms, refer- 
ring to the main economic ties which link the whole Vene- 
zuelan economy with the rest of the world. Of course, in this 
aspect oil stands as the decisive element joining Venezuela to 
the international economy. The relation existing between 
home produced goods and those imported has to be analyzed 
in a broad sense, by establishing the ratio of exchange be- 
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tween Venezuelan exports, that is oil, and imported goods. 
How can these problems be handled? 

Since petroleum is overwhelmingly the chief export prod- 
uct, the income derived from it, influences decisively the in- 
ternal economic structure of the country. That is, cost con- 
ditions in the remaining economic activities of Venezuela are 
influenced by the conditions which prevail in oil industry. 
In this aspect, the problem of wages—as an element of cost— 
and the special characteristics inherent to this problem are 
immediately apparent. Differentiating Petroleum and other 
industrial activities, they compete for, at least, one factor of 
production: labor. Consequently wages paid in the petroleum 
industry exert a pressure on wages paid in the rest of eco- 
nomic activities. The relationship between both economic sec- 
tors in the labor market cannot be denied, as we are not con- 
fronted with a case of “noncompeting groups”. 

On the other hand it is a well known fact that the petro- 
leum industry is internationally a high efficiency industry, 
linked to a unique world market; in every domestic petroleum 
industry, international conditions prevail more than local ones. 
Thus the economic structure of the Venezuelan petroleum in- 
dustry—efficiency, costs, etc.—tends to be influenced rather 
by international than by local conditions. That is, the pre- 
vailing wages of the petroleum industry in Venezuela tend to 
be brought into line with those prevalent internationally, and 
in our case, with those prevalent in the United States, since 
it is the chief producer and trader of petroleum. 

It is possible to show with the available statistical mate- 
rial, some aspects of the relation of wages paid in the Vene- 
zuelan petroleum industry with wages paid in other sectors. 
For instance, in Table III annual series of Average Daily 
Wages of the Petroleum Industry in Venezeula, are compared 


with annual series of average daily wages paid in a specific 
region such as the “Federal District” (Caracas) in Venezuela, 
(for which there is adequate statistical data). So we have: 
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TABLE III 


Average daily wage Average daily wage 
paid in the paid in the 

petroleum industry! “Federal District’? 
1948__. 5 2.2 SS IS 14.7 Bs. 
1949... <cccucss) A BB: 15.9 Bs. 
eee. ince EBB: 16.7 Bs. 
(pol. ‘ 20.8 Bs. 17.8 Bs. 
1952__. 21.4 Bs. 20.8 Bs. 


1 Data from the “Ministerio de Minas e Hidrocarburos” 
excluding social benefits. 

2 Memoria del Banco Central de Venezuela (1951, 1952), 
excluding also social benefits. 

The preceding data show that, even though average basic 
wages in Caracas and its suburbs remain at a slightly lower 
level than those prevailing in the petroleum industry, the 
former has grown more rapidly than the latter through the 
period 1948-52. The picture could change somewhat if we 
take into account social benefits and other payments increas- 
ing the basic wage; they are greater in the petroleum indus- 
try than in other industrial sectors.* But even so, the trend 
towards a narrowing of the differences between the two per- 
sists. We may conclude that the level of wages in the less effi- 
cient productive branches, gravitates towards the one which 
prevails in a highly efficient export industry, as a result of 
factor demand exercised by the petroleum industry in the 
domestic market. 


One conclusion is that labor is a high cost factor, in domes- 
tic industrial activity; in other words wages are above that 
which would prevail if it were determined by the level of 
technical efficiency in home industry. 

The consequences likely to follow from the situation, could 
be summarized as the result of two forces. On the one hand, 
Venezuelan incomes (bolivar incomes) have strong buying 
power in the rest of the world, as a result of the income of 


3 See: Pogue (Joseph E.): El Petroleo en Venezuela-Boletin de la 
Asociacién Venezolana de Geologia, Minera y Petroloe. Junio 1949, 
page 102. And “Estudio sobre salarios basicos y prestaciones sociales 
de artesanos y obreros en Venezuela,” Camara de Industriales de 
Caracas. Sept. 1953, Tabla 11. 
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the petroleum industry. This improves the position of im- 
ported goods. On the other hand, high costs prevail in the 
Venezuelan domestic industry. This hinders the country’s in- 
dustrial development, especially in those industries where labor 
constitutes the most important cost item. The irregularities 
observed in the development of the different sectors of Vene- 
zuelan industry may possibly be attributed to this cause. 


We may point out, for instance, that as has been previously 
mentioned some food industries (such as Cookings oils, Bis- 
cuits and Crackers, Spaghetti, Macaroni etc.) have shown rela- 
tively the most satisfactory rate of expansion. A very good 
record has also been registered in the beer industry (Bever- 
ages group) as well as in the cement industry (Production 
goods group). These are precisely the industries in which 
labor costs play a more important part. Leontieff, referring 
to a classification of U.S. industry, analyses a “repercussion 
coeflicient”’ based on the effect of a rise in wages on the final 
price of certain goods and shows that the Food processing 
industry has a repercussion coefficient of 11.8¢¢ (low partici- 
pation of wages in total cost) whereas the Textile and Leather 
industry group, has a coefficient of 30.84¢ (a high participa- 
tion of labor in total costs). 

If the same is approximately true for the Venezuelan in- 
dustry, it can be an explanation of the favorable expansion 
in the industries of Food processing, Beverages, Cement, etc., 
as well as the less satisfactory expansion of Textile industries, 
(specially the Cotton group) as well as others with propor- 
tionately high labor costs. 

Undoubtedly the level of wages has therefore been a very 
important factor in Venezuelan industrial development, and it 
is quite possible that this explanation applies not only to Vene- 
zuela, but also to other under-developed regions similarly linked 
to the world economy through a high efficiency export sector. 
If these characteristics are taken into account, certain lines of 
economic policy—protective tariffs, direct government invest- 
ment, etc.—may be said to be more justifiable, than would 
appear if one applied the principles embodied in traditional 
theory. 
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The previous analysis stressed the repercussions of cost on 
industrial development. However, other aspects have to be 
examined, to explain the obstacles and irregularities in the 
industrial expansion of Venezuela. A detailed review of those 
aspects, might suggest solutions to the inherent difficulties 
which many underdeveloped regions may face in the attempts 
to accelerate the process of industrial expansion. Nevertheless 
for reason of limited space only a few remarks relating to these 
problems, may be presented in this paper. 


Concluding from what has previously been said, the mech- 
anized and highly capitalistic industries, in which labor con- 
stitutes a relatively small part of total costs, are most likely 
to prosper in Venezuela. This country did not undergo the 
usual process of industrial growth; production started directly 
with large scale industries and a previous handicraft stage was 
omitted. This is contrary to the process of industrial develop- 
ment in eighteenth and nineteenth century Europe. We have 
a different sequence of events, which does not coincide with 
the previously established historical patterns, and therefore a 
new set of problems has arisen. 

In the case of highly capitalistic methods of production, a 
large market is indispensable if these methods are to reach 
optimum efficiency in the use of equipment. The absence of 
such a market serves to explain why certain industries achieve 
relatively little success and others are never brought into exist- 
ence, because in spite of an expanding market, its size remains 
inadequate. In Venezuela the extraordinarily successful de- 
velopment of the cement industry is perhaps a result of the 
combination of a highly capitalistic method of production with 
a large market—the construction boom—which permits the 
optimum use of equipment. In contrast, the slow rate of ex- 
pansion of such areas as the paper industry as well as the 
absence of an industry producing chemical fertilizers may be 
explained mainly in terms of the size of the market. Up to 
the present, the market factor may also have been, one of the 
impediments to the establishment of a steel industry in Vene- 
zuela. 

Even though an iron plant would be favorably endowed with 
large. deposits of high grade ore, it has nevertheless lacked 
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until now a large enough market to warrant its economic 
operation. The market for iron and steel goods has certainly 
expanded a great deal in recent years (see Table I). The 
average amount consumed for the years 1951 and 1952 has 
been of 469,000 tons, which would seem to justify a steel in- 
dustry of a moderate size. Nevertheless as total consumption 
is divided among a variety of products such as semimanufac- 
tured iron and steel, pipes and tubes (constituting more than 
50% of the total) wire and wire rope, steel beams and con- 
crete reinforcements, bars for construction and manufactured 
articles, there has been up to now hardly a product or a homo- 
geneous group of products for which there was an extensive 
enough market. Thus the problem which the size of the mar- 
ket poses would have been in this case one—but of course not 
the only one—of the obstacles to the appearance of a new 
industrial sector. Finally industrial development in Vene- 
zuela—as in other underdeveloped economies—confronts addi- 
tional obstacles of a technical and economic nature. An under- 
developed region lacks all the technical and economic back- 
ground, like transport system, banking, skilled labor, ete. which 
is needed to develop industries. The absence of such facili- 


ties means increased cost and increased risk for the private 
business firm. The rising entrepreneurial class of today as 
well as the owners of capital are not always inclined to accept 
a high degree of risk on new enterprises. 


All these facts seem to lend support to the view shared by 
many people—in Venezuela as in other underdeveloped coun- 
tries, especially in Latin America—that the Government should 
take a prominent role in the field of economic development. 
Economic policy should not be limited merely to the traditional 
tariff policy or eventually to a favorable monetary policy, but 
it should stimulate economic development through direct in- 
vestment in industrial enterprises and creation of basic serv- 
ices such as transport and power. This has undoubtedly been 
the purpose of such public development agencies as the “Cor- 
poracién Venezolana de Fomento” and other similar bodies. 
At the present time the Government appears therefore to 
assume quite a different role from the one which it played in 
the development process of nineteenth century: initially 
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“laissez faire’ was the word to define the position of the Gov- 
ernment towards the national economy; later “protection” was 
the guiding principle; at present it seems to be the direct pro- 
motion of economic activities specially when economic develop- 
ment takes high priority in national opinion. 





On Investment in Basic Services: 
With Some Applications to the 
Venezuelan Case 


By VIRGIL SALERA* 


Countries that are primarily agricultural or extractive and 
in which per capita production is rather low—the so-called 
underdeveloped areas—are seeking to expand and diversify 
their economies at a faster pace than is likely to occur if 
government paid little or no attention to the matter. The ac- 
celerated capital formation is the product of private and pub- 
lic investment of two principal kinds: in basic services and in 
agriculture and industry proper. As is the case with many 
classifications, the distinction between basic services and non- 
basic services is essentially arbitrary. It is, however, a useful 
distinction for some purposes. The following discussion is be- 
lieved to have widespread if not fairly general applicability, 
even though it is inspired by an analysis of the Venezuelan 
situation. 


Concept Defined. One of the main problems that confronts 
countries that are making a deliberate and special effort to 
expand and diversify their national output is that of deter- 
mining the character and pace of investment in basic services. 
Basic services may be defined in this context as groundwork 
facilities that are a prerequisite to desirable private invest- 
ment (and some government investment) in agriculture or 
industry proper. The customary way of regarding basic serv- 
ices suggests that investment in agriculture and industry 
proper depends upon prior investment in basic services. It is 
arguable whether this is the case, of course. It will do for the 
present, however, if the statement may be held to be valid 
in most instances. Much more important is the idea that in- 
vestment in basic services is less attractive to private inves- 
tors than investment in typical forms of agricultural and 


‘ Adviser, Venezuelan Ministry of Agriculture. 
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industrial enterprise. The fact is that in most cases assets 
in the shape of basic services are either regarded as profitless 
or as likely to yield returns that are considerably below the 
going rate. It would be interesting to know why expected 
yields in such forms of investment are generally too low. We 
should beware of attempts to set forth universally valid ex- 
planations, but several factors come to mind.! 


For one thing, many basic service projects are not likely to 
be subject to marked control in the economic supply sense, so 
that yield expectations are too uncertain and too low. It is 
one thing to acquire legal possession of, say, a well situated 
but undeveloped urban area in a rapidly growing community 
and to subdivide the area, build streets, lay the foundations 
for minimum public utilities, and thus invite purchase on terms 
that are remunerative to the promoters. It is another thing 
to incur the same outlay on a land reclamation project in a vast 
area that is capable of accommodating a number of similar 
projects, no one of which is likely to have striking advantages 
as to soil fertility, access by road, drainage, water supply, and 
so forth, with the result that there is likely to be a paralyzing 
uncertainty as to yields. In the light of population growth, 
the social case for land reclamation projects of given dimen- 
sions per year may be just as strong as the case for suburban 


1 Some students of resource allocation might argue that there need be 
no special problem concerning the supply of basic services, on the grounds 
that any facilities that are a prerequisite to desirable private investment 
will be priced in the market to yield an attractive return to private 
investors if such facilities are expected to be sufficiently productive. 
While it is indeed true that there are cases in the underdeveloped world 
where groundwork facilities are anticipated by private enterprise, and 
built and used remuneratively, in most of such instances the facilities 
are part of the process of exporting a controlled supply of raw materials 
with a long profitable life. The railroads recently built to move iron 
ore to ports on the Orinoco are cases in point. Indeed, it is questionable 
whether railroad investments of this kind properly fall within the scope 
of basic services as used in this paper. Perhaps they should be classified 
as a part of an elaborate investment in iron mining and exporting. 
Railroad investments of the basic service type are rather of the kind 
typified by 19th century railroad building in the as-yet insufficiently 
developed American prairie area, in which public assistance figured 
importantly. 
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development in a growing urban community. Incidentally, the 
contrasting uncertainty features of the two cases just described 
explain in a general way why investors in underdeveloped coun- 
tries usually favor urban real estate over agricultural or even 
industrial forms of investment. In the second place, many if 
not most of the groundwork facilities are of the kind that tra- 
ditionally are made available to users without direct charge if 
only because there is no socially acceptable basis of levying 
charges or fees or, where there is such a basis, the cost of 
collecting charges is likely to be excessive in relation to gross 
proceeds. Ordinary roads come to mind (though some are 
built in countries such as the United States for use on a toll 
basis). Thirdly, the uncertainty of yields over the long pull 
coupled with the lengthy period of amortization that is gen- 
erally involved induce private investors to accord a low in- 
vestment priority to such projects as compared with urban 
real estate or protected industrial ventures in which there are 
strong expectations of speedy write-off of investment. 


Though it is easy to define basic services in general terms, 
it must be pointed out that there is only a tenuous dividing line 


between basic services and non-basic services. For present 
purposes, however, it will be unnecessary to explain why this 
is the case; it will be sufficient to list the leading categories, 
recognizing that this list may be expanded to include other 
types of projects that conform to the general characteristics 
of groundwork facilities. The list would include roads (and 
railroads) in new territory having a reasonable amount of 
good land or possibly the expansion of existing but inadequate 
roads in more or less developed territory ; the provision of elec- 
tric power in areas where the supply is inadequate or absent 
and where the load factor is likely to be low for at least a few 
years; the construction of irrigation works of large propor- 
tions in areas of good but water-deficient land serving or 
capable of serving many farm users; large land reclamation 
projects in sparsely settled areas; and educational plant for 
the rapid development of vocational and technical skills among 
a significant part of the nation’s inhabitants. The conditions 
attached to most of the above categories should indicate that 
some kindred projects are likely to be built by private capital. 
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It should be clear from the foregoing that most basic serv- 
ices will have to be financed by public authority. There is 
likely to be widespread public support for the general idea of 
public investment in groundwork facilities mainly because the 
community believes that the facilities will be socially produc- 
tive in the commonsense view of satisfying felt needs or pro- 
motive of superior private investment expectations in the area 
or areas they serve. 


Priority and Pace. Serious debate among the citizenry is 
likely to center around questions of priorities and pace of in- 
vestment in each category. Priority problems involve the 
kinds or types of basic services that are to be developed and 
the order in which they are to be undertaken. The main break- 
down will probably be that indicated above: transport, power, 
irrigation, land reclamation, and education, though not neces- 
sarily in this order. The only point on which there is likely to 
be general agreement is that each type of facility is likely to 
be deficient to an important extent in the underdeveloped coun- 
try—in the fairly objective sense that the low state of develop- 
ment of the facility or facilities in question is the principal 
or at any rate a main factor accounting for the relatively low 
level of yield expectations of potentially attractive private in- 
vestment in productive plant and equipment in an area or 
region in which land and human resources are capable of meas- 
urably greater production. 


The interrelatedness of elements in the structure doubtless 
will suggest to interested and public-spirited individuals that 
priority questions are not decisive. Even if there is a con- 
sensus, for example, that transport deserves top priority, it 
by no means follows that all or the bulk of each period’s de- 
velopment funds destined for investment in basic services will 
or should be allocated to transport. If such a decision were 
made, the country might easily find itself with completed trans- 
port facilities but a small finished-product output awaiting 
transportation. In short, overemphasis on matters of priority 
can easily lead to wasteful overinvestment in specific cate- 
gories of basic services. Clearly, complementary basic serv- 
ice investments will have to be carried out simultaneously in 
the region in question. For instance, power, irrigation and 
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land reclamation projects might also be indispensable in the 
area if anything but scanty production (and thus demand for 
transportation) is to be expected. Similarly, parallel invest- 
ment in education is required, in the region and elsewhere, to 
assure the requisite supply of trained or readily trainable per- 
sonnel. Coordinate policy action, not necessarily involving in- 
vestment, is also called for so that all of the key factors work- 
ing toward regional economic growth pull in unison. As an 
example of the policy action which I have in mind, it would be 
desirable to promote or expand supervised credit programs in 
the agricultural sector of the region in question. 

A word of caution is in order, however, lest the foregoing 
be construed as being generally valid without serious qualifi- 
cation. In old and heavily populated, but underdeveloped, 
countries the priority criterion may have much more impor- 
tance than indicated above, simply because more or less co- 
ordinate facilities, though crude and inefficient, may be in 
relatively good supply by comparison with the basic service 
that is put in the main priority classification.” 

It is the pace of development that probably will give rise to 
considerable and continuing controversy among interested and 
perhaps politically vocal groups. Pace in this context com- 
prises such subcategories as the quantity of resources to be 
devoted to basic services in the aggregate per unit time and 
the division of this aggregate among the several basic services 
that will compete for funds. 

Determination of the available supply of resources, on a non- 
inflationary basis, is an essential first step. Since available 
private capital will be moving entirely or mainly into tradi- 
tional lines of investment, the available supply of government 
capital will consist of that portion of the budget that may be 
allocated to development plus foreign long-term borrowings 


“It might be thought that my distinction between the priority position 
and complementary investment is superfluous, since the discussion should 
be in terms of a system of priorities more or less as has been used in 
wartime with respect to the allocation of scarce materials. Not at all. 
The trouble with the priority-system approach is that it merely indicates 
the order of preference for carrying out projects, without measuring up 
to the requirements of coordinated development in the sense of dealing 
with the magnitude of investment in each category. 
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of modest proportions.* Available development resources in 
the different countries may therefore vary all the way from 
small to very large. This signals a danger. The romanticists 
who frequently advise in the area of economic development, 
including native advisory people, are inclined to insist upon 
the “desirable” rather than the attainable—doing harm in the 
name of “good.”’ Much of the recent pressure for grant aid, 
especially under United Nations auspices, is of this character. 
Thus, we are told that most underdeveloped nations find it 
impossible to finance “non-self-liquidating” projects such as 
transport. These countries, it is alleged, lack the necessary 
domestic savings; as if by some magic, however, we are told 
that if such projects were financed by foreigners on a grant or 
low-interest-rate loan basis the flow of domestic savings would 
“quickly increase.” According to this line, countries such as 
the United States are shelving their responsibility by making 
only “negligible” amounts of capital available to countries that 
now have virtually no savings but which, upon the receipt 
especially of grant aid, will quickly show a measurable quantity 
of same.* 

This argument may be disposed of by dealing with it on its 
own grounds. If, for simplicity’s sake, we disregard the claim 
of “very low” or “insufficient” domestic savings in such coun- 
tries, what is to be made of the allegation that savings will 
“quickly increase” once some foreign-financed basic services 
are developed? If any evidence is to be placed in the allega- 
tion, it would seem that a basis exists for attracting private 
capital to finance the essential foreign-exchange portion ® of 
the desired basic services. That is, the prospect of an in- 
creased capital base and increased saving would suggest an 
expansion of output, presumably on a per capita basis, from 

3 Large-scale imports of capital could well be inflationary, given local 
bottlenecks in the form of insufficient technical personnel, short supplies 
of local housing, and the like. Briefly, the short-period elasticity of 
supply of many complementary local resources may be quite low. Capital 
imports should be adjusted to take account of such circumstances. 

*One of the most explicit statements along such lines is that of 
Oxford economist Margaret Hall. See her letter to the editor of The 
Economist, August 29, 1953, p. 563. 

5 And perhaps a bit more, to cover increased import requirements of 
industries that will grow as a result of expansion in basic services. 
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which greater aggregate (real) saving would emerge, lead- 
ing to a cumulative expansion in investment, production and 
export, and thus in the loan-repaying capacity of the borrowing 
country. 

But can any measure of credence be placed upon the idea 
that saving will increase after some foreign-financed basic 
services are installed? Or is the statement merely an expres- 
sion of hope? I must confess that Iam unconvinced that it is 
anything but a hope. If the country had been unable to save, 
or saved very little, I fail to see why some additional capital 
facilities will suddenly transform the nation into a people of 
savers. One can conceive of the mushrooming of savings in a 
case in which truly colossal foreign-financed projects were 
quickly introduced (somehow without disturbing inflationary 
effects!). But if there is to be only modest foreign-financed 
basic services," is it not more likely that increased consump- 
tion (low to begin with, as is implied in the prevailing saving 
rate) will result, perhaps on a scale absorbing most of the 
increased output that new basic services made possible? If so, 
how long will it be necessary to wait for an expansion in the 
saving rate? During the waiting period, moreover, will the 


mass of the people of the underdeveloped areas feel any better 
about their relative level of living—which may be no better 
and may well be worse, though it should be somewhat improved 
in absolute terms if population growth is not excessive? These 
are serious questions, the import of which is likely to increase 
as people in the underdeveloped areas become increasingly 
aware of international differences in levels of living.’ 


®* Even the use of a large proportion of the savings of wealthy coun- 
tries would not permit more than a relatively modest annual increase 
in capital formation in the underdeveloped areas of the free world, 
unless the catalytic-agent effect of such investment were of large 
proportions. 

* Why should awareness of such differences among people who are 
becoming more literate economically be a cause for concern, any more 
than that there should be a cause for concern because butchers and 
bakers in the United States know more about the manner of living of 
the Fords and Rockefellers? To be sure, international communism 
seizes upon such differences to promote its own ends, but are not the 
people in underdeveloped areas getting wise to Kremlin tactics, or, more 
generally, to the essential emptiness of promises of pie in the sky? 
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What is the upshot of all this? As I see it, it is that there 
must be increased knowledge of the rudiments of capital for- 
mation among the people of underdeveloped areas, supple- 
mented by less reliance upon and widespread publicity about 
foreign aid originating in countries such as the United States, 
to the end that saving is encouraged until it reaches something 
like, say, half the rate that prevails in the expanding sectors 
of the highly productive world. This is not to argue against 
international long-term lending. Far from it. But interna- 
tional capital flows for development purposes, other than as 
part of well-tested private and government lending, should be 
the exception and not the rule. Nor is it to argue against 
assistance by wealthy countries in favor of underdeveloped 
ones. This assistance, however, is probably best granted in 
the form of technical assistance of the sort already well 
known—because more objective bases of international alloca- 
tion probably exist with respect to such assistance and, more 
importantly, because technical assistance is likely to spur more 
self-help per dollar of aid than any other means of expanding 
output in the underdeveloped world. 


Determining Aggregate and Specific Investment. [| turn next 


to the problem of determining the aggregate of investment in 
basic services. The first thing to note is that conventional 
economic analysis is not likely to be very helpful, mainly be- 
cause the principle of equi-marginal returns with respect to 
resource allocation is applicable only in a very general way to 
a situation or situations in which large aggregates are in- 
volved. Other fancy or fanciful criteria are capable of being 
conjured up by fertile minds, of course, but whether they will 
be regarded as other than intellectual playthings is another 
question. 

Another point to note is that strictly short-term objectives 
with respect to growth of final-product real national income 
have no place in the investment-in-basic-services scheme of 
things. This is because basic services, by their very nature, 
do not yield significant short-run returns in final products 
(though investments in basic services usually augment a 
nation’s capital and thus yield product that is measurable in 
the short run). Development outlays which sought to expand 
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final product real national income measurably this year or next 
probably would be only a euphemism for outlays to enlarge 
consumer goods production. 

Most governments in underdeveloped areas carry out de- 
velopment works even if they are not so labelled. Thus, they 
generally expand road systems, engage in educational pro- 
grams involving plant investment, provide some irrigation fa- 
cilities, and so forth. In some countries, to be sure, such in- 
vestment may be purely nominal. When governments delib- 
erately act to implement a development program, they seek to 
achieve an accelerated pace of growth. There are in general 
two situations that may be envisioned. First, the take-off 
point may be one of minimal development expenditure: the 
economy may have been a “stationary” one, with private gross 
investment equal to about the current rate of depreciation of 
asests and depletion of resources and government develop- 
mental expenditure barely adequate to maintain a modest pub- 
lic plant in transport, education, and the like. Second, the 
take-off point may be one in which there is more or less net 
private investment and some net government developmental 
investment in basic services but none in productive facilities 
other than such services. (It would make no fundamental 
difference in this analysis if the government also carried out 
some non-basic-service investment.) 

In both cases, the immediate question will concern the shape 
or size of the development program. The government may 
proceed not by planning in the standard sense of the term but 
by simply carrying out some specific projects that may be com- 
pleted in one or two years, the lack of which has obstructed 
growth in identifiable economic areas, and for which financial 
provision may be made almost routinely because of a flexible 
budget situation or through borrowing. This case is substan- 
tially that of old-fashioned public works geared to problems of 
secular growth rather than to the business cycle. The govern- 
ment, as sponsor, need not necessarily concern itself with a 
development program in a formal way, and specifically need 
not pay attention to the present or eventual size of a develop- 
ment effort. This does not in the least detract from the de- 
velopmental character of the investment in question. Inter- 
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estingly enough, private and public developmental investment 
the world over was of large proportions in the days when no 
one heard of “bold new programs.” If private investment 
proceeds within the limits set by domestic saving, as supple- 
mented by foreign investment, the government’s public works 
may effectively if only slowly expand the opportunities for suc- 
cessful private effort. Though carried out on a piecemeal basis, 
such relatively small and selective projects could well turn out 
to be as productive as any that might have been blueprinted by 
a planning group. This is likely to be the situation particu- 
larly in the case of the economy that has been labeled a “sta- 
tionary” one. In such an economy it will probably be easy for 
individuals with good knowledge of the key economic inter- 
relations to pick out the areas in which basis services will con- 
tribute significantly to the growth of total output. 

When, however, the economy is on the march, that is, when 
there is more or less net private investment and some com- 
plementary government investment in basic services on a regu- 
lar basis, the piecemeal approach is not likely to yield con- 
sistently good results. The economy will be in a greater state 
of flux, in which the contribution to an expansion of national 
output from alternative forms of investment of given size 
cannot be estimated with a high degree of accuracy on the basis 
of tested judgment alone. How much study should be de- 
voted to finding answers in such a situation to the problem 
of determining the size of annual investment in basic services, 
and deciding the allocation problem within the field of basic 
services? Specifically, should the authorities defer action until 
they have been given a detailed analysis and set of predictions 
by the “experts”? I doubt it. 

I suspect that the predictions of the experts will not be any 
where near as reliable as is necessary, mainly because of the 
problem of magnified error that enters when the residual 
method is used. That is, the experts are likely to estimate the 
size of future private requirements by major basic-service- 
using sectors, to compare such requirements with the existing 
capacity (on an efficient basis) of basic services, and to regard 
the difference between “need” and “capacity” as the measure 
of the additional investment that will be required in each area 
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of basic service. When such an approach is used—it appears 
to be the most likely, on a priori grounds and judging from 
postwar history—small errors in the estimates of future pri- 
vate requirements category by category show up as very large 
errors in the residuals. And there would be no reason to 
expect that, with respect to estimates of future private re- 
quirements, the errors would be compensatory. The reason 
for this position is that estimates of future demand will of 
necessity have to be based on guesses of inter-industry (in- 
cluding agriculture) relations, which in turn are likely to be 
based on an expressed or implied guess as to the pattern of 
development. The pattern guess thus is bound to color the 
experts’ views with regard to details of inter-industry rela- 
tions, with the result that errors of estimate are likely to be 
cumulative rather than compensatory. 

Thus, I would rely on a consensus among knowledgeable in- 
dividuals known for their good judgment, even if such judg- 
ment cannot be formally documented to yield highly accurate 
advance estimates. I would count on such judgment within 
the framework of arbitrary, but periodically revisable, limits 
concerning the proportion of available public investment funds 
that could be sunk in basic services, agricultural investment, 
and investment in industrial development. (The limits are 
discussed below.) 


Specifically, I would entrust responsible persons of tested 
judgment with the job of making basic-service investment 
decisions on the following general basis: They would be in- 
structed to rank basic services in the order of their present 
and estimated near-term (three-year) bottlenecking effect on 
private sectors of the economy per million dollars of present 
investment in each of the basic services. Those services that 
easily accommodate present and estimated near-term demand 
would rank low on the list, and would have a correspondingly 
low priority in basic-service investment. The highest priority 
would be accorded to the basic services that, by readily observ- 
able tests, failed by the widest margin to accommodate such 
demand. Though the method is in principle the method of 
residuals, it is devoid of purely mechanical calculations and 
thus is likely in practice to be free of error cumulation such 
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as is involved in the usual “scientific” methods of forecasting. 
Concretely, the method would not rely to any important degree 
on quantitative estimates of future demand (observable cur- 
rent demand would temper judgments regarding the size of 
near-term demand), nor would it rest on assumptions concern- 
ing a future (and hence guesswork) pattern of inter-industry 
relations. Since inter-industry relations depend so heavily on 
the unpredictable dynamics of technology and tastes, it is 
readily apparent that guesses as to such relations could play 
havoc with the conclusions of an elaborate analysis. 

Under the trial and error method that has been suggested 
the skill with which basic-service investment is planned by 
men known for their judgment is more important than the 
magnitude of the effort that is made. This is particularly so 
in the early years. Getting off to a good start is still a worth- 
while objective in this age of grandiose planning. The effort 
can always be stepped up, and without much delay, if most 
people are convinced that it is on the right track. Having this 
in mind, I would impose somewhat arbitrary limits on the over- 
all size of the basic service effort, though the limits would be 
subject to periodic review. 

The key people would have to form a general but fairly 
conservative idea of the annual magnitudes of the overall de- 
velopment effort that requires government expenditures. In 
forming such an idea they would of necessity have to consider 
the major components, of which basic services would be per- 
haps the principal one. As an illustrative figure, perhaps a 
limit of one half of the total might apply to basic services. In 
the Venezuelan case, incidentally, I think this figure is a de- 
fensible one. I might add that I would also impose a working 
limit, subject to periodic revision in the light of study that 
would go on concurrently with the large-scale development 
effort, of one-third of the remainder for government-sponsored 
aid to industrial development, with the result that two-thirds 
of the non-basic service investment would be in the field of 
agriculture.* Though these are admittedly arbitrary divisions, 


8 For an analysis of the basis for according marked preference to 
agricultural development, see my Venezuela’s Dynamic Economy, Wash- 
ington, Inter-American Affairs Press, 1954. 
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they should promote rather than limit effective planning by 
impressing the key officials with the need to proceed selectively 
and efficiently so that the best results might be achieved per 
unit expenditure. As experience and study accumulate, the 
limits may readily be revised on the occasion of the periodic 
reviews of the overall effort. 

The Venezuelan Case. I have made a rough and ready 
application of the foregoing to the Venezuelan case." Briefly, 
if an aggregate of $150 million annually is the measure of the 
resources available in an average year for governmental de- 
velopmental investment in the country—a conservative esti- 
mate, judging from recent experience—the nation clearly 
would have ample resources with which to meet its growth 
problems. A sum of $75 million invested annually in basic 
services, yielding concrete benefits on a compound basis, would 
rather quickly made a sizable dent in the backlog of necessary 
groundwork facilities. And $50 million devoted annually to 
development investment in agriculture proper, say, in super- 
vised credit programs, stepped-up agricultural extension work, 
large-scale experimentation in plant and animal breeding, and 
the like, would also represent a healthy contribution to the 
expansion and improved efficiency of this vital sector of the 
economy. Finally, some 25 million spent annually in the sector 
of industrial development would probably enable the country 
to progress at close to an optimum rate in that area, given 
the economic case for gradualness in industrial development 
in Venezuela.'. There are few countries in the world of the 
dimensions of Venezuela that can support an effort of such size 
out of their own resources without recourse to foreign bor- 
rowing or aid from abroad. 


The desirability of marked preference for agricultural de- 
velopment has implications with respect to the program of 
basic service investment. One such implication concerns the 
field of power. Since agriculture (under Venezuelan condi- 
tions) requires less power per unit output than industry, power 
development (except possibly in the cost-reduction sense) is 


° Ibid. 


10 See my Venezuela’s Dynamic Economy for details. 
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less important than it is in countries that are emphasizing 
industrial development. 

Another and important implication concerns the relation 
between basic-service investment and land tenure. Specifi- 
cally, Venezuela is a country in which fairly large holdings are 
frequently found in a state of complete or at least partial 
idleness in areas with well developed basic services and ample 
water supply. Yet relatively little is done to activate such 
land (through tax and other measures) at a time when some 
ambitious land reclamation-irrigation projects are being 
planned or carried out in new and inaccessible areas of the 
country. It requires no analysis whatsoever to see that such 
basic service investments are ill-timed. The foregoing alter- 
natives are clearly more productive, and should be given prior- 
ity if the country is to approximate the best allocation of its 
resources. 

Somewhat related to the general problem of agricultural 
development, but broader in scope, is the problem of basic 
service investment in rail transport. An ambitious railroad 
investment program is said to be “in the mill’, consisting of 
east-west intra mountain as well as north-south inter-moun- 
tain lines. True, Venezuela has only about 400 miles of (multi- 
gauge) trackage. But the terrain-resource use patterns do 
not necessarily call for an extensive rail transport system, 
when an automobile-and-truck-using people will insist upon 
a good highway network independently of the economies of 
(high-cost) rail transport. A case no doubt may be made for 
basic service investment in selected rail lines, but it is very 
dubious whether an extensive railroad development program 
of national dimensions is defensible economically in mountain- 
ous Venezuela. It may be remarked in passing that it seems 
even more dubious on some non-economic grounds, say those of 
national defense. 

So much for a few general (and negative) remarks about 
choice-making in the field of basic service investment under 
Venezuelan conditions. Reference to some of the more obvious 
pitfalls should indicate how easy it is and will be to make 
mistakes. The allusion to such pitfalls does not, of course, 
imply a negative judgment concerning the need for and produc- 
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tivity of well-considered basic service investment in Venezuela. 

The reference above to periodic review of the program and 
the sector limitations should indicate clearly enough that the 
composition of the developmental effort must not be regarded 
as a static thing. In fact, the suggested program specifically 
calls for a liberal use of available funds in the early years for 
purposes of basic-service investment. Timing is important, 
perhaps fundamental, in connection with such investment. 
To be on the safe side, I would advise erring in the direction 
of providing ample basic services in the early stages, in the 
sense of having a margin to spare in each category in the 
formative period. However, care will have to be exercised 
lest the supply of any given basic service anticipates needs that 
are not likely to materialize for more than several years; such 
overinvestment will probably be responsible for an inadequate 
volume of basic-service investment in other areas. Perhaps 
the officials will quickly realize that contracts might be let in 
sections, appropriately coordinated in advance, such that few 
if any projects will require a production period of over two 
years. 

More specifically, there is implicit in the above analysis the 
idea that basic-service investment will taper off gradually as 
the years roll by, at least in relative terms. Such a develop- 
ment must be anticipated if only because there will be a gradual 
shift from the construction of new basic facilities to their 
replacement. In other words, as time elapses there will be a 
shift from basic-service investment by the development au- 
thority to investment of the type that backstops private effort 
that is frankly promotional in nature. 

Viewed in its dynamic aspects, as is absolutely essential, this 
discussion shows that the concept of basic services itself will 
have to undergo more or less continual change as far as the 
relative position of the several components are concerned. 
Transport is not likely to remain in the forefront indefinitely, 
to cite but one component. If the main test of a basic service 
is its indispensable contributory role in ordinary economic 
production that is carried out by private enterprise coupled 
with its poor private investment appeal as a result of the fact 
that its very nature precludes private investors from having 
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expectations of attractive monetary gains, then it clearly fol- 
lows that basic services must be arrayed along a spectrum in 
which many investment categories and subcategories are to be 
found. In Venezuela, for instance, the situation to date seems 
to indicate that rice drying plants qualify as basic services; 
in the course of time, however, the growth of cooperatives may 
bring about a situation in which such plants would cease to 
qualify as basic services, since the members of yet-to-be- 
established cooperatives could have expectations of attractive 
returns from investment in such plants. And so on with re- 
spect to other sectors of the dynamic Venezuelan economy. 
If the dynamics are viewed imaginatively, it may even be said 
that the appropriate counsel for the development authority 
would be to plan its efforts so as to hasten the demise of the 
authority itself. A workmanlike effort by governmental de- 
velopment authority might even help to create the conditions 
in which private investors of a decade hence would look upon 
developmental investment as promising good returns on their 
own investment while giving rise to the kind of economic 
growth that is desired by the public at large. 





The Venezuelan Claims Settlements 
Of 1903-05: 
A Case Study in the Cost of Disorder, 


Despotism, and Deficient Capitai 


and Technology 


By J. FRED RIPPY 
I 


No Latin-American country, with the possible exception of 
Mexico and the Dominican Republic, has carried a heavier 
burden of foreign indemnities in proportion to its available 
resources than Venezuela has. During the sixty years follow- 
ing 1848, when serious domestic disorders began, foreign 
claimants probably collected a total of not less than $20 mil- 
lion from the Venezuelan government. The costs were almost 
equally divided between the first forty and the last twenty 
years of the period. The Venezuelan government seldom re- 
dressed the grievances of aliens unless they had the vigorous 
backing of their home governments. 

The historical background of the Roosevelt Corollary of the 
Monroe Doctrine, which furnished the theoretical foundation 
for the Caribbean protectorates of the United States, can be 
found for the most part in the efforts of European govern- 
ments to collect indemnities from Mexico, the Dominican Re- 
public, and Venezuela. Although Carlos Calvo was an Argen- 
tine jurist and diplomat, Mexicans and Venezuelans were 
the most ardent champions of the Calvo Doctrine, first formu- 
lated in 1868, that sought to outlaw coercion as a means of 
collecting all types of foreign claims. Although Luis Drago 
was likewise an Argentine lawyer and diplomat, Mexicans 
and Venezuelans were the most enthusiastic supporters of the 
Drago Doctrine, promulgated in 1902, which attempted to 
prevent the use of force in the collection of public debts. But 
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since neither doctrine was fully and generally accepted in 
international law, coercion continued to be employed from 
time to time as a means of redressing the injuries of aliens in 
Latin America. Beginning late in 1908, however, Venezuela 
solved its part of the problem by adopting more orderly and 
just administrative and judicial procedures in dealing with 
foreigners and their property. 

At one time or another, almost every country in the world 
has felt a shortage of capital and skills and has tried to 
remedy the deficiency by bringing both in from the outside. 
In the more stable countries, where persons and property were 
respected and where administrative and judicial systems were 
impartial and just, no serious burdens were occasioned by 
alien reclamations originating in injuries to foreign individ- 
uals and properties. But such countries have seldom com- 
posed more than a small minority of the nations of the world. 
Practically every nation has fallen short of these standards at 
certain periods, and most countries have fallen short of them 
much of the time. This accounts for the enormous bulk of 
documents dealing with claims that crowd the archives of for- 


eign offices. It may well be doubted whether any other subject 
in international relations has occupied so much time and 
space; perhaps not even alliances and wars or trade negotia- 
tions have made such demands on the world’s diplomats during 
modern times. 


The prime movers in these international migrations of per- 
sons and capital are well known. They are, of course, on the 
one hand, the desire of individuals to improve their condition 
and of capitalists to increase their profits, and, on the other 
hand, the eagerness of underdeveloped countries to make up 
their deficiencies in capital and skills by importing them. In 
the case of Venezuela and of other countries where analogous 
conditions prevailed, the mountain of alien claims would nat- 
urally not have accumulated in the absence of foreigners and 
foreign properties, nor would such claims have arisen to any 
considerable extent in the absence of armed rebellion, des- 
potism, and defective judicial systems. Without going so far 
as to contend that Venezuela and other countries suffering 
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from similar maladies would have fared better if they had not 
received capital and technologists from abroad, one may still 
emphasize the mutual and reciprocal risks of such migrations 
to countries of this type, risks which represent one of the 
difficult problems to be solved if the retarded peoples are to 
be developed by private enterprise and without enormous ex- 
pense to the taxpayers of the economically more advanced 
nations. 


A complete audit of the costs to Venezuela of political dis- 
order, despotism, and deficient capital and technology during 
this sixty-year period (1848-1908) would require a long and 
patient examination of the archives of a dozen different coun- 
tries and scores of business organizations, a task which this 
writer has not undertaken. It is believed, however, that the 
size of the burden and the nature and significance of the 
problem may be indicated by an inspection of the Venezuelan 
claims settlements of 1903-1905.!_ Table 1 summarizes the 
major awards of these years against Venezuela. 

The total investment of foreigners in Venezuela at this time 
is not precisely known. It is not likely, however, that the 


1The United States Government published six important documents 
dealing with the claims of foreign nationals against Venezuela during 
this period: Senate Document No. 316, 58 Cong., 2 Sess., Serial 4620; 
Senate Document No. 317, 58 Cong., 2 Sess., Serial 4621; Senate Docu- 
ment No. 119, 58 Cong., 3 Sess., Serial 4769; House Document No. 145, 
Part III, 58 Cong., 3 Sess., Serial 4844; Senate Document No. 533, 59 
Cong., 1 Sess., Serial 4937; and Senate Document No. 413, 60 Cong., 
1 Sess., Serial 5257. Between them, they give fairly complete informa- 
tion on the subject. The statistics presented in Tables 1 to 4 have been 
compiled from Serials 4620 and 4987. For the sake of uniformity 
I have converted foreign currencies into dollars. Both the claims and 
the awards were usually stated in bolivares, which I have valued at 
20 cents. In order to conserve space, I have rounded the figures off to 
the nearest dollar. In subsequent footnotes, I shall use only the serial 
numbers in citing the six government documents mentioned above. 

Between 1864 and 1878 Venezuela was compelled to agree to the pay- 
ment of claims amounting to a total of some $8,000,000 to the nationals 
of seven countries: France, Spain, the United States, Great Britain, 
Germany, Holland, and Denmark (House Executive Document, No. 208, 
47 Cong., 2 Sess., Serial 2081, pp. 6-8), and already the settlement of 
claims arising in the 1840’s had cost around $2,000,000. 
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TABLE 1 
CLAIMS AGAINST VENEZUELA ADJUDICATED DURING 1903-1905 


No. of Amount Amount 

Country Claims Claimed Awarded 
Belgium 4 $2,984,361.02 $2,178,729.77 
France 15,844,573.05 1,490,107.91 
Germany 1,475,337.16 418,381.75 
Great Britain 2,948,714.58 880,253.57 
Italy 7,968,851.62 595,181.05 
Mexico 572,879.25 510,362.00 
Netherlands 1,048,503.99 108,860.29 
Spain 1,061,524.40 394,963.68 
Sweden, Norway 209,540.27 34,871.82 
United States 16,282,190.46 436,450.70 
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Total 1,143 $50,396,476.80  $8,048,162.54 


aggregate, including the properties of alien residents, was 
more than twice the total of the damages claimed.” The 
claims which the Venezuelan government was forced to pay 
to foreign nationals during the twenty years following 1888 
may have amounted to an annual dividend of at least two per 
cent on their average investment during these two decades 
(excluding government securities). 


Claimants of the United States fared worse in these adjudi- 
cations than did those of any other country, and the United 
States government was so dissatisfied that some of the claims 


“The British investment in Venezuela at the end of the year 1900 
was around $40 million, the French investment some $20 million, and 
the German investment about $15 million. The claims of citizens of 
the United States exceeded their investments, and this was probably 
true also of Italian nationals, including the huge claim of Fortunato 
Corvaia, $3,287,732, which was disallowed because he had lost his Italian 
citizenship. Spanish investments may have been twice as large as 
Spanish claims, although most of the Spanish nationals in Venezuela 
were rather poor Canary Islanders. Mexicans probably had almost no 
capital invested in Venezuela; the Mexican claim was for the repayment 
of a government loan made to Gran Colombia during the early national 
period. Investments of the nationals of other countries listed in Table 1 
could not have been much larger than their claims. 
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were reopened, with the result that Venezuela made further 
payments amounting to $431,867; and two other claims of 
United States citizens were later presented for which the 
Venezuelan government paid a total of $478,000 in 1909, so 
that the grand total of the payments made by Venezuela to 
citizens of the United States during this period was $1,346,318. 
Nationals of France, the Netherlands, and perhaps a few other 
countries likewise collected additional claims during the two 
decades; and, moreover, the three powers which blockaded 
Venezuela in 1902-03—Great Britain, Germany, and Italy— 
collected $950,814 for “first-rank” claims that were never sub- 
mitted to adjudication. In brief, the damages which Vene- 
zuela had to pay to foreign nationals during these twenty 
years (1888-1908) exceeded $10 million, including $89,465 
paid out to attorneys, commissioners, umpires, and judges of 
the tribunal at The Hague.* 

It is not contended that all of these alien claimants—or the 
aliens who happened to present no claims—possessed greater 
skills or financial assets than some Venezuelans did or that 
they made more significant contributions to Venezuela’s eco- 
nomic development than some Venezuelans made. Not a few 
of these foreigners, especially Spaniards, French Corsicans, 
and Italians, were individuals of humble capacity and small 
means who owned little mercantile establishments in Vene- 
zuela or engaged in relatively simple tasks like farming and 
ranching or manual occupations of various sorts. But the 
claims of such people, while large in number, were small in 
amount. The major claims were those presented by, or in 
connection with, enterprises of much greater magnitude, so 
that, in general, one may correctly assert that this $10 million 
represented a good part of the costs of disorder, despotism, 
and deficient capital and technology. Additional costs, so far 
as alien investors and technicians were concerned, would be 
in the form of such profits from their economic activities as 
they were able to withdraw from Venezuela, and these were 


3 Serial 4844, pp. 429, 602 ff.; U. S. Foreign Relations, 1909, pp. 613, 
626-30 and 1911, pp. 749-52. 
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probably no larger during these two decades than the indem- 
nities collected.* 


II 


The average number of aliens residing in Venezuela during 
the years 1888-1908, or for any other period of equal length, 
is not precisely known. According to somewhat unreliable 
Venezuelan statistics,® the total ranged from 34,916 in 1881 
to 42,898 in 1891; and 44,129 in 1894, and declined to 28,425 
by 1920. These figures, however, include the nationals of 


4The only foreign-owned railway in Venezuela that did not run a 
deficit most of the time from its inauguration until 1902 was the La 
Guayra and Caracas. The Venezuelan government guaranteed a return 
of 7 per cent upon the major portion of the capital of most of these 
railroads, but this obligation was rarely fulfilled; in fact, payment for 
the transportation ofarmy and civilian personnel and military and other 
government supplies and properties was usually in arrears. Foreign- 
owned municipal utilities seldom earned any net profits during this 
period. Such profits as aliens were able to make from farming, ranch- 
ing, and mercantile enterprises probably remained for the most part in 
Venezuela. A few of the mining and asphalt companies paid dividends 
to stockholders residing abroad, but the losses of enterprises engaged 
in the exploitation of forest products probably exceeded their gains. 
In short, foreign investors siphoned out very little income from Vene- 
zuela during the two decades following 1888. The costs of such contri- 
butions as they were able to make during this disorderly and despotic 
period, very insignificant contributions in comparison to what they might 
have been in more favorable circumstances, were confined mainly to 
these large indemnities which the Venezuelan government was compelled 
to pay, indemnities that were not finally liquidated until September, 
1912. (Council of the Corporation of Foreign Bondholders, Fortieth 
Annual Report [London, 1913], p. 373. The proceeds of Venezuelan 
government bonds sold in foreign markets were used only in part for 
purposes of economic development. The costs were not high because the 
bonds were not regularly serviced and the interest rate was moderate. 
The Venezuelan external public debt, as refunded at 72.5 per cent in 
1905 under the pressure of the blockading powers, amounted to £5,229,700, 
and foreigners are said to have held some £730,000 of the internal debt 
converted in 1906, both debts bearing only 3 per cent interest. (Jbid., 
pp. 372-76.) 

5 Resumen general del tercer censo de la Republica (Caracas, 1891), 
p. 81; Yearly Statistics of the United States of Venezuela, 1894 (Caracas, 
1895), pp. 125-29; Resumen general de poblacién del sexto censo nacional 
(Caracas, 1938), p. 13. 
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several countries whose claims were not adjudicated in 1903- 
1905. Table 2 presents the best available statistics for the 
nations whose citizens presented the major claims to the com- 
missions set up at that time. The number of Belgians, Swedes, 


TABLE 2 


NATIONALS OF CERTAIN COUNTRIES RESIDING IN VENEZUELA 
1891 and 1894 

Country 1891 1894 
Spain 13,223 13,558 
France 2,409 2,545 
Great Britain 6,116 6,154 
Dutch Netherlands 3,566 3,729 
Italy 3,030 3,179 
Germany 917 962 
United States 201 232 


Norwegians, and Mexicans residing in Venezuela during these 
years is unknown. The total for aliens from Latin America 
was 11,409 in 1891 and 11,599 in 1894. 

The claims listed in Table 1 for the seven countries included 
in Table 2 numbered 1,130, but this figure does not take 
account of the claims classified under the first-rank category 
or of numerous others that were collected during the twenty 
years beginning with 1888. The grand total for these seven 
countries during the period was probably around 1,400. It 
should be noted, further, that claims of partnerships and cor- 
porations involved not one but several individuals, so that 
injuries to such properties in Venezuela were felt by many 
thousands in the countries where the firms and corporations, 
particularly the corporations, were financed, and that some 
who suffered injuries failed to make reclamations. Venezuela 
during these decades was not a happy home for aliens or a 
profitable field for investors. 

Some of the nationals of all the countries listed in Table 2 
owned small firms, mostly commercial, in Venezuela; but the 
owners, managers, and technicians of the larger alien business 
organizations, especially the foreign corporations, were mainly 
Englishmen, Frenchmen, Germans, and citizens of the United 
States—although there was one large Belgian public utility— 
and the claims of such organizations bulked large among 
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those adjudicated in 1903-05. Foreign enterprises active in 
Venezuela during this period may be roughly classified under 
three broad categories: (1) Those operating such public serv- 
ices as railways, telephone systems, electric utilities, and 
waterworks; (2) those attempting to develop Venezuela’s 
natural resources; and (3) those engaged in mercantile and 
money-lending activities. Enterprises in the third group, 
whether considered from the standpoint of awards for claims 
or contributions to the economic development of the country, 
were comparatively unimportant and may be omitted from 
this summary. Tables 3 and 4° are intended to indicate the 
significance of the other two groups. Most of the transpor- 
tation enterprises in Venezuela during this period as well as 
the majority of the municipal utilities and nearly all of the 
enterprises engaged in exploiting minerals and forest products 
were owned by foreigners, and foreign nationals were like- 
wise the owners or managers of a considerable number of 
plantations, farms, and ranches. 


By comparing the totals in Table 3 with those in Table 1, 
the reader will discover that more than a third of the aggre- 
gate amount claimed and more than half of the aggregate 
awards were connected with these public-service enterprises. 
Moreover, Table 3 is incomplete because claimants seeking 
indemnities for injuries to a variety of enterprises with public 
services among them failed to specify the damages to such 
public services. Some of the German claims, for instance, 
were connected with a slaughterhouse in Caracas and with 
the operation of steamboats on Lake Maracaibo and the Cata- 
tumbo River; a French company organized to exploit forest 
products in the upper Orinoco region owned some steamboats 
and a spur railroad; a Frenchman named Antoine Fabiani 
owned steamboats and a towing service operating on Lake 
Maracaibo and was an unwilling contributor, through the 
defalcations of his Venezuelan relatives (the Roncayolas), to 


6 These tables have been compiled from data contained in Serials 4620 
and 4937. See especially Serial 4620, pp. 260, 291, 480-81, 490-93, 510, 
641-42, 871-74, 916, 942-44, and 954. These two documents also describe 
rather fully the business activities of the numerous claimants. 
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TABLE 3 


MAJOR CLAIMS ARISING FROM THE OPERATION OF PUBLIC-SERYICE 


ENTERPRISES IN VENEZUELA, 1903 


Name Nationality Claim 

La Guayra and Caracas Ry. Co. English $ 49,111 
Puerto Cabello and Valencia Ry. Co. os 1,605,814 
Bolivar Ry. Co. - 371,555 
La Guayra Harbour Corp. " 39,784 
Ven. Telephone & Elec. Appliances Co. « 20,200 
Coro and La Vela Ry. American 65,101 
American Electric and Mfg. Co. 516,148 
Thomson-Houston Internat’l Elec. Co. 9,601 
La Guayra Elec. Light & Power Co. : 1,563,920 
Orinoco Steamship Co. oe ee 1,457,601 
Caracas and La Guayra Cable Co. vz 298,064 
Caracas Market (Sofia de Rudloc) 739,760 
Ciudad Bolivar Waterworks 

(G. F. Underhill) ; : ‘ 345,769 
Maracaibo Electric Co. (H. G. Bullis) 52,000 
P. Cabello Elec. Co. (W. K. Volkmar) ae 
Maracay Waterworks (H. T. Duke) 
Caracas to Petare Ry. 

(Flanagan, Bradley, etc.) 
ted D Steamship Line 

(Boulton, Bliss, Dallett) 
S. S. and Ice-Factory Concession 

(Garmandia) . 115,746 
Dredging Concession, Tocuyo R. 

(G. W. Upton) 4 31,429 
Caracas Street Improvements 

(V. del Genovese) - 144,141 
Grand Ry. of Venezuela German 186,237 
River Transport and Warehouse Co. ” 45,384 
French Rys. Co. of Venezuela French 5,696,600 
Jules Brun, Supt. of this Ry. * 100,000 
P. Domingue and Co. 

(Carupano Tramways) : 730,080 
La Guayra Waterworks 

(Augustina Piton) - 66,683 
Guanta-Barcelona Ry. (Martini & Co.) — Italian 1,814,993 
Caracas Waterworks Co. Belgian 2,628,542 


Total $18,962,211 


Award 
$ 49,111 
1,170,562 
245,841 
39,784 
14,645 
61,105 
2,000 

nil 
2,660 
28,224 

nil 


75,745 


3,000 
nil 
nil 
nil 


nil 
27,644 


29,364 


70,083 
148,716 
13,585 
97,575 


20,000 
70,000 
45,743 
88,590 
2,113,040 


$4,422,393 
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the construction of La Ceiba Railway; a Belgian, Norberto 
Paquet, had a claim connected with the installation of a sewer 
system in an asylum on the outskirts of Caracas; and an exile 
from Sicily, Fortunato Corvaia, declared that he had “‘installed 
the electric telegraph throughout” Venezuela. The fact that 
some of these claims as well as several of those listed in 
Table 3 were disallowed does not always mean that injuries 
were not suffered; claims were often disallowed for technical 
reasons or lack of jurisdiction. The construction and opera- 
tion of public services in disorderly and despotic countries 
like the Venezuela of this epoch involved serious risk both to 
foreign investors and to the recipients of such investments. 


TABLE 4 


MAJOR CLAIMS PRESENTED BY ENTERPRISES ENGAGED IN THE EXPLOITATION 
OF VENEZUELA’S NATURAL RESOURCES, 1903-05 


Name Nationality Claim Award 
Stevenson Rural Estates.........__....-English $ 137,198 $ 45,172 
Santa Clara Estates (ranches)... “ 37,961 11,933 
Aroa Mines _____. paseraecet 1,591 305 
General Asphalt Co... = 1,212 1,081 
Orinoco Co. (minerals, forest products) Amexioan 1,383,200 26,620 
Manoa Co. (minerals, forest products)... “ 5,200,000 nil 
J. B. Monnot (collector of balata gum)...“ 877,428 4,692 
George Turnbull (minerals, forest 

products) __. - 1,383,200 nil 
Kunhardt and Co. (sugar plantation) _. 71,472 13,947 
Cement and Plater Co.___.........-.....-..German 116,590 73,569 
Hamburg Venezuelan Plantation Co. 

(coffee) age eee ge 96,786 6,019 
PAR AOn MEMTERER 13,783 603 
Sulphur Co. (near Caripano) 118,620 1,831 
Orinoco Asphalt Co. (Pedernales) 47,901 8,414 
Hugo Valentiner (coffee plantation) 4,231 335 
General Orinoco Co. (forest products) _..French 1,123,220 481,713 
Orinoco Asphalt Co. (Frierdich & Co.) “ 35,216 nil 
Orinoco Rubber Co... eee 872 720 
Poggioli Brothers (sugar and coffee 

planters) non sects ii RI 683,845 106,912 


ee Sl 
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And this was only a little less true of foreign enterprises en- 
gaged in the development of the material resources of such 
countries, as the data in Table 4 will suggest. 

Other claimants under the resources-development category 
were mostly small farmers engaged in the cultivation of coffee, 
cacao, sugar cane, and corn and raising a few horses, mules, 
burros, and cattle. Several of the German mercantile firms, 
however, owned rather large coffee plantations; and five of 
these firms, which dominated the coffee trade of northwestern 
Venezuela and northeastern Colombia—Van Dissel and Com- 
pany, Beckman and Company, Steinvorth and Company, Faber 
and Company, and Brewer, Moller and Company—presented 
claims aggregating $522,562, mainly for injuries resulting 
from the seizure of their pack animals and the interruption 
of their traffic, but were awarded only $35,471. 

Table 4 suggests the prominence of asphalt among Vene- 
zuela’s resources. In fact, asphalt was more important than 
this table indicates. Two large companies owned by citizens 
of the United States—the New York and Bermudez Company, 
exploiting the Bermtidez asphalt lake, and the United States 
and Venezuela Company, working asphalt deposits in the 
Lake Maracaibo region—did not present claims to the mixed 
commissions set up in 1903. The New York and Bermudez 
Company, whose concession was nullified by the dictatorial 
Cipriano Castro government, effected the restoration of its 
property by Juan Vincente Gomez in return for the payment 
of a fine for having supported the Manual A. Matos revolution 
of 1901-03. The United States and Venezuela Company sur- 
rendered its concession in return for an indemnity of $475,000, 
paid by the Gémez government in 1909,‘ a sum which prob- 
ably exceeded all the revenue that Venezuela had received up 
until this time from the exploitation of its asphalt. 

The contributions of foreign capital and technology to the 
development of any country are difficult to appraise. In dis- 
orderly and despotic nations like Venezuela during the period 


7 Serial 5257, pp. 185, 225, 624-25; U. S. Foreign Relations, 1909, 
pp. 624-25. 
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under examination, anything even approaching an accurate 
appraisal is often impossible owing to lack of statistics on 
national production, income, and wealth. It is safe to assume, 
however, that the contributions were small in relation to the 
costs, since Venezuela made little or no economic progress 
during these two decades. In fact, the period may be described 
as one of stagnation, if not of actual retrogression.® Little 
or no economic progress, meager profits, heavy indemnities— 
this is the story of foreign investments in Venezuela during 
the sixty disorderly and despotic years following 1848. With 
or without foreign capital, economic development in such an 
environment was practically impossible. 

During the next half-century, however, the results were 
quite different. With a more cordial and just treatment of 
the foreign capitalist and technologist, with the discovery and 
exploitation of vast petroleum and iron-ore resources, and 
with the establishment of manufacturing industries, Vene- 
zuela began to take its place among the more progressive 
Latin-American countries. Conditions are still far from per- 
fect. Problems of inflation, illiteracy, and disease are still 
serious. The majority of the small farmers and rural workers 
are still harassed by poverty. But the Venezuelan nation is 
mounting to a higher plateau of living, and the economic and 
cultural progress of recent years appears to have been due in 
no small measure to the impact of foreign capital and tech- 


8 Venezuela’s foreign trade declined during the two decades under 
consideration. It was valued at approximately $36 million for the 
fiscal year 1888-89 and at some $23 million for the fiscal year 1904-05, 
and the annual average for the fiscal years 1905-06 to 1909-10 was 
approximately $26 million. (U. S. Bureau of Statistics, Statistical 
Abstract of Foreign Countries [Washington, D. C., 1909], p. 68.) The 
population of Venezuela increased very slowly; a little over two million 
in 1881, it was 2,284,922 in 1891 and 2,383,527 in 1920 (Resumen general 
de poblacion del sexto censo nacional, p. 13). Annual revenues, exclud- 
ing forced loans and requisitions and an unknown amount of graft, 
rarely exceeded $8 million annually and probably averaged less during 
the two decades dealt with in this essay. (See the Annual Reports of 
the Council of the Corporation of Foreign Bondholders for the years 
1889-1910, under Venezuela.) 
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nology. The relationship seems finally to have become mu- 
tually profitable.’ 


* This view of Venezuela’s recent progress and of the contributions 
of foreign capital and technology is based mainly upon the following 
sources, Which are probably a little too enthusiastic: Nicholas Roosevelt, 
Venezuela’s Place in the Sun (New York, 1940); Joseph E. Pogue, Oil 
in Venezuela (New York, 1949); Mack C. Lake, “Cerro Bolivar, U. S. 
Steel’s New Iron Ore ‘Bonanza,’” Engineering and Mining Journal, CLI 
(August, 1950), 73-75; T. W. Lippert, Cerro Bolivar, Saga of an Iron 
Ore Crisis Averted (New York, 1950); Venezuelan Iron Ore for Beth- 
lehem’s Furnaces (Bethlehem, Penn., 1951); Venezuela Up-to-Date (New 
York, 1949), a monthly propaganda magazine. The foreign-owned 
petroleum companies are furnishing the major part of the revenues of 
the Venezuelan national government and at the same time returning 
large dividends to their security holders. Venezuelan Oil Concessions, 
Limited, after paying an annual average dividend of 62.2 per cent on 
its nominal capital of £1 million during the five years starting with 
1926, rapidly expanded its capital to more than £7.2 million and still 
continued to pay big dividends: an annual nominal average of more 
than 12 per cent from 1931 through 1935, rising to an average of 20 per 
cent annually during the next thirteen years. (See Stock Exchange 
Year-Book [London] for the years 1929-1950.) The Creole Petroleum 
Corporation, a subsidiary of Standard Oil of New Jersey, paid an annual 
average dividend of nearly 18 per cent on a nominal capital of $34,876,915 
for the seven years beginning with 1936 and, after increasing its capital 
to $129,326,550 in 1948, paid an annual average of 41.5 per cent during 
the next thirteen years. (Jbid.) Venezuela’s rich iron-ore deposits are 
still in the development stage, but they promise handsome dividends to 
United States Steel and Bethlehem Steel as well as large revenues for 
the Venezuelan national government. 





Some Aspects of Petroleum Trade 
and Production in Venezuela 


By HERNAN AVENDANO * 


For Venezuela, petroleum represents one of the most impor- 
tant elements in the national economy. The influence that 
petroleum exercises on the various sections of the economy may 
be judged by the fact that exports of petroleum and petroleum 
products represented 96% of total Venezuelan exports in 1951 
and 95% of total exports in 1952. 

Again, the exchange deriving from the petroleum sector rep- 
resented 76.9% and 78.12% of total exchange (free and con- 
trolled) which accrued to the country in 1951 and 1952. The 
proportion of exchange revenues controlled by the Central Bank 
which were accounted for by petroleum came to 98.46% and 
98.20% respectively in 1952 and 1953. 

In addition, petroleum plays a major role in the formation 
of capital and income in the Venezuelan economy. A high por- 
tion of the national income originates, directly or indirectly, 
in the petroleum sector. In 1936, for instance, the contribu- 
tion—direct and indirect—of the petroleum sector to the na- 
tional income was calculated at 8% ; by 1949 it was estimated 
that the proportion had risen to 29%. 

In referring to the direct contribution, reference is made to 
wages and salaries paid by the oil companies (the profits, etc. 
accrue wholly to persons outside the country). In the indirect 
contribution are included the taxes and similar payments, made 
to the National Treasury. Fiscal revenues deriving in direct 
form from the petroleum activities represented 57.0% of the 
revenues of the Treasury in 1951 and 57.6% in 1952. 

Production of Crude Oil in Venezuela. Since the exploita- 
tion of the petroleum reserves began on a commercial scale in 
Venezuela, production has shown a steadily rising curve, broken 
only in short periods such as the depression years of 1931 and 


* Economist on the Staff of the Banco Central de Venezuela. Presi 
dent, Colegio de Economistas de Venezuela. 
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1932. In more recent years, in the period 1947 to 1953, the 
rising trend has been characteristic, interrupted in 1949 by the 
declining level of economic activity in the major consuming 
area (the United States) which had repercussions in other 
countries as well. The adjustment in petroleum production in 
1949 was characteristic of the whole world picture, but Vene- 
zuela and the United States were the countries most affected. 
By the second half of 1949 Venezuelan petroleum production 
had begun to recover but the reversal proceeded moderately 
in the early months of 1950 until finally in the second half of 
1950 the rising tendency of production was resumed with the 
outbreak of hostilities in Korea. In 1953 production of crude 
showed a tendency to stabilize and to diminish slightly, which 
reflected the excess of production and inventories which was 
occurring in the principal producing and consuming regions of 
the world. (Table I.) 


TABLE I 
PRODUCTION OF CRUDE OIL IN VENEZUELA 
(Thousands of barrels daily) 


1947 1191 
1948 1339 
1949 = 1321 
1950 ....- 1498 
1951 . 1705 
1952 1804 
1953 1765 


Table II provides a comparison of the level of production 
with the level of proved reserves existing at the end of each 
year: 


TABLE II 
COMPARISON OF PRODUCTION AND PROVED RESERVES 
Reserves at Ratio of 
Annual End of the Production 
Production Year to Reserves (“%) 

(Thousands of barrels) 

1948 489,998 7,643,970 6.4% 

1949 482,299 8,233,951 5.9 

1950 546,764 8,720,150 6.3 

1951 622,195 9,060,428 6.9 

1952 660,23 9,450,394* 7.0 


* Provisional figures. 








80 INTER-AMERICAN ECONOMIC AFFAIRS 


In examining relationship between annual production and 
reserves, it will be noted that not only is the ratio quite high, 
but also there is a clear tendency for the ratio to increase. 
The average rate of exploitation of Venezuelan resources dur- 
ing the period under consideration has been quite high, com- 
pared with the norms of conservation generally accepted. 


The position of Venezuela with respect to world production 
of petroleum is shown in Table III, based on estimates from 
the authoritative World Petroleum. It will be noted that the 
decline experienced by Venezuelan output in the first three 
quarters of 1953 is in contrast with an increase in most of the 
other producing areas. In the United States, for example, al- 
though there was a moderate decline in the second quarter, 
there was a recovery to a higher figure in the third quarter. 
The countries of Europe and Asia generally also showed an 
increase in output, with the except of certain adjustments in 
operation in Saudi Arabia and Kuwait. 


TABLE III 


WORLD CRUDE OIL PRODUCTION 


(Thousands of barrels daily) 





~1953 
First Second Third 
1952 Quarter Quarter Quarter 
North America 
United States 6,264.5 6,549.0 6,475.0 6,540.3 
Canada 167.0 167.2 201. 264.0 
Mexico 214.8 215.0 215.0 185.0 
Total 6,646.5 6,931.2 6,892.4 6,989.3 
South America 
Venezuela - 1,803.9 1,743.4 1,744.3 1,707.6 
Colombia 105.8 109.7 107.9 106.6 
Argentina - 7 68.2 74.4 77.8 78.0 
Trinidad : 57.4 60.2 61.0 61.1 
Peru . 45.5 43.6 45.5 44.0 
Other countries __....... 13.5 15.0 15.4 15.2 
Total ; 2,094.3 2,046.3 2,051.7 2,012.4 


Western Hemisphere 8,740.6 8,977.5 9,944.1 9,001.7 


Ph 
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Europe and Africa 


Germany -.............. 5s 33.9 
Netherlands __....._.. : 13.6 
France : 6.6 
Yugoslavia —........ tas 3.2 
Other countries _. , we 


Total (excluding U.S.S.R. 


and Satellites) _ ; 62.6 
USS.R. ... ms : 940.0 
Romania - peeaeed 4 90.0 
Austria - 55.0 
Other countries 19.0 


Total U.S.S.R. and Satel- 


lites : 1,104.0 
Total Europe 1,166.6 
Near and Middle East 
Saudi Arabia 822.5 
Kuwait ; 752.4 
Iraq 383.4 
Qatar 68.4 
Egypt 45.0 
Bahrain 30.1 
Iran 27.5 
Turkey 0.4 
Total 2,129.7 
Far East and Oceania 
Indonesia 170.9 
British Borneo 104.5 
Ot? ountries 24.4 
Total 299.8 
Eastern Hemisphere 3,596.1 
World Total 12,336.7 


Source: World Petroleum. 
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Refining. From the Memoria del Banco Central de Vene- 
zuela for 1951 we cite a brief review of the history of the 


refineries in Venezuela: 


“The first refineries built in the country date from early 
in the century but it was from 1925 on that operations of im- 
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portance date, of which the major activity was that of San 
Lorenzo, with a refining capacity of 10,000 barrels daily. In 
the period 1931 to 1938 no new installations were built, since 
the existing capacity sufficed for local demand of the period. 
From 1938 on, capacity had increased activity, both through 
construction of new refineries and expansion of existing in- 
stallations. From 1945 on, largely as a result of contractual 
obligations negotiated by the government, various petroleum 
companies intensified the construction of refineries so that by 
the end of 1950 the daily refinery capacity had reached 314,000 
barrels. By the end of 1951 this capacity had been expanded 
to 375,000 barrels, and by the end of 1952 to 484,000 barrels 
daily.” 

The increase in volume of crude refined in Venezuela, re- 
flecting this expanded refinery capacity, is shown in the table 
that follows: 


TABLE IV 
CRUDE OIL REFINED IN VENEZUELA 


(Thousands of barrels) 


1947 . 86,803 
1948 ; 2 SSpil 
ieee 5 ‘ ; ..... 58,065 
Re or nae .... 91,179 
1951 5 115,086 
1952 127,002 
1953 (10 mos.) s - 123,584 


Residual fuel oil constitutes the principal product obtained 
in the Venezuelan refineries (over 50% of the total). In the 
refineries of the Dutch West Indies which process Venezuelan 
crude, the proportion of residual fuel oil obtained is even 
greater. The very high proportion of residual fuel oil takes 
on special importance for Venezuela since the United States 
imports the product in heavy quantities. The North American 
production of the product is relatively small compared with 
the requirements for its industries, transportation, power 
plants, etc. For the North American petroleum operations, 
residual fuel oil would be uneconomic since its crude can pro- 
duce larger proportions of gasoline and other higher-value end 
products. Were the basis of the North American operations 
to be shifted to the production of larger proportions of the 
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cheaper fuel oil, the uneconomic nature of the alteration would 
affect the American consumer adversely. 

Internal Consumption. Virtually the whole of Venezuelan 
internal requirements are met through domestic production. 
The only refined products imported are aviation gasoline and 
certain lubricants. Internal requirements represent only a 
minor fraction of the total production. In the most recent 
years, for instance, internal consumption has run in the area 
of five percent of the total production. On the other hand, 
on a per capita basis, internal consumption of Venezuela ranks 
high among the world consumers. For instance, using data 
provided by the Venezuelan Ministerio de Minas e Hidrocar- 
buros, per capita consumption of petroleum products by Vene- 
zuela was exceeded in 1951 by only three countries: United 
States, Canada and Sweden. 

The table below shows consumption of certain products: 


TABLE V 
CONSUMPTION OF CERTAIN PETROLEUM PRODUCTS 
(millions of litres) 


1952 10 mos. 1953 10 mos. 1952 


Gasoline ‘ 1,120.90 1,044.82 926.37 
Kerosene .- 344.28 324.66 283.57 


Lubricating oils 3.03 W414 1.82 
Source: Ministerio de Minas e Hidrocarburos. 


With respect to petroleum products dominantly for indus- 
trial use, the major internal use is for residual fuel oil, as the 
table below shows: 

TABLE VI 


CONSUMPTION OF PRODUCTS DOMINANTLY FOR 
INDUSTRIAL USE 


(millions of kilograms) 


1952 10 mos. 1953 10 mos. 1952 
Diesel oil 462.61 445.49 371.80 
Residual 1,400.76 959.09 1,203.48 
Gas oil 9.46 2.50 1.84 


Source: Ministerio de Minas e Hidrocarburos. 





84 INTER-AMERICAN ECONOMIC AFFAIRS 


Exports of Crude and Derivatives. Exports in the years 
1947 to 1952 and for the first ten months of 1953 are shown 
in Table VII, with a month-by-month comparison for 1952 
and 1953. The same causes reflected in the course of produc- 
tion explain the trend of Venezuelan exports. One might add 
that nationalization of the industry in Iran in 1951 had certain 
repercussions in the course of our own exports. The substitu- 
tion for the movement out of Iran (averaging 150,000 barrels 
daily of crude and 460,000 barrels refined) was accomplished 
in various ways including the increase of exports from the 
United States, the rapid expansion of crude and derivatives 
accompanied by a re-direction to Europe of shipping formerly 
directed to the United States, with a general expansion of 
activity from other areas including both the Caribbean and 
certain Middle East producing centers. 


TABLE VII 
VENEZUELAN EXPORTS 


(millions) 


1947 
1948 
1949 
1950 
1951 
1952 
1953 (10 mos.) 


1952 
January 8.21 
February 7.83 
March 8.34 
April 8.66 
May 8.90 
June 8.05 
July 8.19 
August 8.03 
September 7.89 
October 8.32 
November 8.30 
December 9.01 


Source: Ministerio de Minas e Hidrocarburos. 
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World Markets. World import requirements, with particu- 
lar reference to countries outside the Soviet sphere, are sup- 
plied essentially from three major areas known as: (1) The 
Caribbean area where Venezuela supplies almost all the pro- 
duction; (2) the United States; and (8) The Middle East. 
The combined production of these three areas was 91.41‘ of 
total world production of crude in 1952, excluding the produc- 
tion of Russia and its satellites. The Caribbean and Middle 
East zones characteristically export almost all of their produc- 
tion, while the United States despite its leadership as a pro- 
ducer has in addition to import more oil than it exports. Vene- 
zuelan exports go out to all continents. The United States 
is the largest single market, followed by Canada and Brazil in 
that order. The variety of outlets for Venezuelan petroleum as 
well as the relative importance of the markets is shown in the 
tables below. The exports of Venezuela, Curacao and Aruba 
are shown together, since the product involved is Venezuelan 
oil. 

It will be noted that in the period of three years covered by 
the table the relative importance of certain outlets such as the 
United States and Europe declined while that of Central and 
South America increased. Nevertheless, the overall impor- 
tance of Venezuelan exports tended to increase in most of the 
regions mentioned, except for Europe, which in 1952 showed 
a decline of some 18 million barrels as against 1951. It might 
be added that with respect to distribution of crude and deriva- 
tives, Europe and North America in 1952 tended to reduce 
their imports of refined Venezuelan products while expanding 
consumption of the crude. 
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TABLE VIII 
EXPORTS OF VENEZUELAN CRUDE OIL 
(Millions of barrels) 









































1952 1951 1950 
United States _ 123.1 107.8 105.6 
Canada - ; 51.0 45.2 30.2 
Newfoundland - — — 0.2 
North America 174.1 152.9 136.0 
Brazil . ; 0.8 0.6 0.4 
Argentina ay. ps | 6.7 
Chile _ 
Uruguay ; 4.3 3.8 3.0 
Colombia eee — — 
Others — — — 
South America 16.2 11.4 10.6 
Panama .- — — — 
Guatemala — — — 
Others - : — — — 
Central America — — — 
British West Indies 15.6 14.3 9.8 
Cuba - — 
Puerto Rico — -——- -— 
Others 0.1 —— — 
West Indies 15.7 14.3 9.8 
United Kingdom 4.0 1.9 0.9 
Sweden 0.6 — 
Netherlands 6.5 3.9 5.5 
France 8.2 9.2 12.6 
Belgium 1.0 0.9 0.8 
Canary Islands 2.6 2.6 2.4 
Germany West 3.8 3.4 2.0 
Norway 0.3 0.3 0.1 
Denmark — — — 
Italy 3.2 2.8 2.6 
Others 0.1 — — 
Europe 30.2 25.0 otek 
Asia 4.5 4.5 0.8 
Africa oa —— —S 
Undesignated — — —— 








Total 240.7 208.2 184.4 
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TABLE IX 
EXPORTS OF VENEZUELAN REFINED PRODUCTS 
(Millions of barrels) 





























1952 1951 1950 

United States 102.3 111.7 117.2 
Canada ‘ 5.7 6.7 7.4 
Newfoundland . ‘ 0.4 0.6 0.5 
North America 108.5 118.9 125.1 
Brazil 41.2 33; 27.6 
Argentina 18.7 16.3 15.1 
Chile s 5.8 4.8 2.8 
Uruguay 1.1 1.6 1.5 
Colombia 2.9 1.2 0.7 
Others 1.0 0.9 0.7 
South America 70.9 58.6 48.4 
Panama ; 6.5 5.3 4.5 
Guatemala 1.4 0.9 1.0 
Others 3.0 2.2 1.9 
Central America tia 8.4 7.4 
British West Indies 5.3 4.7 16.4 
Cuba 8.8 8.0 6.5 
Puerto Rico 3.1 2.8 Sn 
Others 4.8 3.6 3.0 
West Indies 22.0 19.1 28.6 
United Kingdom 23.4 46.3 29.2 
Sweden 15.7 13.5 10.7 
Netherlands 6.7 6.1 4.4 
France 1.0 1.9 0.4 
Belgium _ 7.8 tot 4.4 
Canary Islands 5.7 6.4 5.6 
West Germany 2.9 3.3 2.3 
Norway : 6.0 4.6 4.3 
Denmark 6.0 6.9 5.4 
Italy 2.6 2.4 3.0 
Others 9.7 11.8 12.8 
Europe 87.5 110.8 82.6 
Asia 5.3 1.5 Zi 
Africa i 25.1 20.0 9.6 
Undesignated _ ; 58.6 20.7 Tat 








Total ... eee 389.2 358.1 311.6 
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TABLE X 
TOTAL EXPORTS OF CRUDE AND REFINED PRODUCTS 
(Millions of barrels) 
































1952 1951 1950 

United States 225.4 219.5 222.8 
Canada _... 56.7 51.8 37.6 
Newfoundland 0.4 0.7 0.7 
North America 282.5 271.9 261.1 
Brazil 42.0 34.5 28.0 
Argentina 29.8 23.4 21.9 
Chile _. 5.8 4.8 2.8 
Uruguay 5.4 5.3 5.0 
Cobmbia —__§.__..._.. 2.9 Le 0.7 
Others _. ¢ 1.0 0.9 0.8 
South America 87.1 70.1 59.0 
Panama 6.9 5.5 4.5 
Guatemala 1.4 1.0 1.0 
Others 3.0 22 12 
Central America 11.4 8.4 7.4 
British West Indies 20.9 18.9 26.2 
Cuba 8.9 8.0 6.5 
Puerto Rico 3.1 2.8 24 
Others 4.9 3.6 3.0 
West Indies 37.7 33.4 38.4 
United Kingdom 27.4 48.2 30.2 
Sweden 16.2 13.5 10.7 
Netherlands 13.2 10.0 10.0 
France 9.1 11.0 13.0 
Belgium 8.8 8.6 5.2 
Canary Islands 8.2 9.1 8.0 
West Germany 6.8 6.7 4,3 
Norway 6.4 4.9 4.4 
Denmark 6.0 6.9 5.4 
Italy 5.9 5.2 5.7 
Others 9.8 11.8 12.8 
Europe 117.7 135.8 109.7 
Asia 9.9 6.0 2.9 
Africa 25.1 20.0 9.6 
Undesignated 58.6 20.7 uae 








Total 630.0 566.3 496.0 





PETROLEUM TRADE 89 


TABLE XI 
DISTRIBUTION OF EXPORTS OF VENEZUELAN CRUDE 
AND REFINED PETROLEUM 
(Percentage of total exports) 














1952 1951 1950 

United States 35.77% 38.75% 44.93 % 
Canada 9.01 9.15 7.59 
Newfoundland 0.07 0.11 0.14 

North America 44.85% 40.01% 52.66% 
Brazil 6.67 6.09 5.66 
Argentina 4.73 4.13 4.41 
Chile 0.93 0.85 0.56 
Uruguay 0.86 0.94 1.01 
Colombia 0.46 0.21 0.13 
Others i 0.16 0.16 0.14 
South America 13.82 12.30 11.91 
Panama 1.10 0.93 0.91 
Guatemala 0.23 0.16 0.20 
Others 4.08 0.38 0.39 
Central America 1.81 1.47 1.50 
3ritish West Indies $8.31 3.35 5.20 
Cuba 1.40 1.42 1.32 
Puerto Rico 0.49 0.49 0.54 
Others 0.78 0.64 0.61 
West Indies 5.98 5.90 1.95 
United Kingdom 4.35 8.52 6.09 
Sweden 2.58 2.38 2.15 
Netherlands 2.09 1.78 2.01 
France 1.45 1.94 2.62 
Belgium 1.39 1.51 1.05 
Canary Islands 1.31 1.60 1.61 
West Germany 1.07 1.18 0.86 
Norway 1.01 0.86 0.89 
Denmark 0.95 Let 1.10 
Italy 0.938 0.93 1.14 
Others 1.56 2.07 2.58 
Europe 18.69 23.98 22.10 
Asia 1.57 1.06 0.59 
Africa 3.99 3.54 1.93 
Undesignated 9,29 3.66 1.56 


Total 100% 100° 100% 
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To demonstrate changes that have occurred in the origin 
of U.S. imports of crude and derivatives in the years from 
1939 to 1952, the table below is inserted: 


TABLE XII 
ORIGIN OF U. S. IMPORTS OF CRUDE AND DERIVATIVES 
1952 1939 
(938,000 b.d.) (168,373 b.d.) 
Venezuela and Dutch West Indies 72.71% 86.31% 


Colombia 4.69 1.90 
Mexico 3.20 8.11 
Kuwait 7.78 — 
Saudi Arabia : 8.53 

Others 3.09 3.68 


100.00 % 100.00% 








